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The lemon car. Sooner or later unhappy with their automobile 
every dealership ends up selling one. _ purchase. Plus, Universal covers you | 
And although the automobile’s sour for defense costs in lawsuits brought 
performance is rarely your fault, a against your dealership because of 
dissatisfied customer could take you dissatisfaction with a repair or 
to court. And squeeze your dealership _ service job. 
for a lot of money. Broader defense coverage. It’s just au 


But not if you’re protected by The —one more reason why Universal 
Specialist. Unlike most garage liability Underwriters has the most complete 


policies, Universal Underwriters dealership coverage money can buy. Call 
covers your dealership for defense 1-800-821-7803 toll-free today for more 
costs in suits filed by customers details. Ask for Marsha Thompson. 


Universal Underwriters Insurance Company 


The Specialists. | 
5115 Oak Street, Kansas City, MO 64112 


Not available in all states 
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Today’s Challenge 


“If you are just the average deal- 
er, you are not going to be in busi- 
ness next year, because the law of 
averages is absolutely against you. 
The average life of an automobile 
dealer is three years and two 
months. Therefore, if you have been 
in business just exactly three years, 
you constitute the average dealer 
and you have just two months more 
of the present selling season to cash 
in on.” 


Those words paint a grim picture 
for dealers—a picture not at all 
unfamiliar in today’s depressed 
market. But the speaker was not 
talking about today’s market; he 
was talking about the state of the 
industry in 1923. 

What does this have to do with 
today? For one thing, it reminds us 
that times have been bad before. 
For another, it points up the need 
for the industry and the govern- 
ment to concentrate on answers, 
not problems. The long-awaited 
industry recovery will not happen 
until serious steps are taken to 
find answers to the sales slow- 
down. 

For instance, the manufacturers 
need to stop confusing consumers 
with a continuing succession of 
short-term rebates and incentives. 
They also need to simplify their 
model lineups. In too many cases, 
manufacturers are offering the 
same model with different names 
and different price tags. 

Another area in need of atten- 
tion is product quality. Manufac- 
turers are working hard to up- 
grade product quality, but sales 
will not improve until consumers 
are convinced that the product is 
indeed better. 


Manufacturers can also help the 
industry regain momentum by de- 
laying the replacement of closed 
dealerships. Manufacturers must 
also allow dealers to continue to 
handle dual franchises and pro- 
vide effective protection for deal- 
ers against rapid interest-rate 
fluctuations. 

What about the government? 
Government also has a significant 
responsibility to help our industry 
recover from its current turmoil. 
One very positive sign was the re- 
cent dismissal by the Federal 
Trade Commission (FTC) of its 
crash parts suit against manufac- 
turers. In the suit, the FTC had 
originally contended that all parts 
warehouses operated by vehicle 
manufacturers should be open to 
independent repair shops and that 
distribution of crash parts should 
not be limited to franchised deal- 
ers. 

NADA aggressively fought this 
move. Such a scheme would have 
dramatically increased costs of 
distribution of crash parts and 
would have severely damaged the 
profit potential of franchised deal- 
ers. Further, the cost of crash parts 
to consumers would not have been 
reduced. 

We are also very pleased by Con- 
gress’ recent veto of the FTC’s 
Used Car Rule. Clearly, this was 
recognition that such regulations 
can be counter-productive and 
costly and that the marketplace 
can function better without gov- 
ernment interference. 

However, even in the face of 
such significant victories, addi- 
tional regulatory burdens are 
being considered. One such bur- 
den would flow from proposed leg- 
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islation to require manufacturers 
selling more than 100,000 passen- 
ger cars and light trucks annually 
in the United States to meet an in- 
creasing “domestic content ratio” 
during model years 1983 and 
beyond. The ratio would be deter- 
mined by the value of U.S. man- 
ufactured parts and labor as a per- 
centage of the value of a manufac- 
turer’s U.S. auto sales. 


If enacted, this legislation 
would increase the price of vehi- 
cles, result in minimal if any em- 
ployment gains and severely in- 
jure domestic and import dealers 
as well as manufacturers and dis- 
tributors. In addition, product 
availability of both domestic and 
imported vehicles would be se- 
verely restricted, because supply 
would be dictated by the domestic 
content ratios and not by demand 
from the buying public. Dealer 
sales could only be hurt. 


Uneven marketing strategies 
and government regulation are 
not ways to solve the industry’s 
problems. What this industry 
needs most is a healthy ecoriomy, 
an economy which restores con- 
sumer confidence and sticks to a 
defined plan of action to combat 
high interest rates and a balloon- 
ing federal budget. Help is needed 
from manufacturers, the govern- 
ment and consumers. Dealers also 
need to help themselves by con- 
tinuing the business practices that 
have made them so much more ef- 
ficient over the last three years. 

Dealers must not only be able to 
look to the past and take courage; 
they must be able to look into the 
future and take hope. We think 
there is hope. re i) 
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utlook still good for 

diesel. Sales of diesel 

cars will triple by 1990 
according to a forecast by Booz, 
Allen & Hamilton, which calls re- 
cent predictions of the permanent 
softening of the diesel car market 
unfounded. 

“Both the very strong 5-year 
growth in diesel sales since 1976 
and the abrupt sales drop in the 
first quarter of 1982 reflect pre- 
dictable consumer responses to 
marked changes in the cost of 
fuel,” says Leonard Sherman of 
the firm’s transportation division. 

Sherman, who conducted a 
worldwide study of the market for 
diesel cars, expects sales of the 
more fuel-efficient vehicles to pick 
up sharply as fuel prices start to 
rise again. He says diesel sales 
will also be stimulated as more car 
models carry this option and as the 
performance features of diesel en- 
gines improve. 

“Over the long term,” Sherman 
says, “fuel prices are expected to 
rise at or slightly above the rate of 
inflation. Since diesel engines con- 
sume 30 percent less fuel, car 
buyers will have an ongoing incen- 
tive to look for diesel cars in dealer 
showrooms.” 
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“Driver Security Package.” 
Chrysler is offering car buyers a 
new “Driver Security Package” op- 
tion that includes just about ev- 
erything except a security blan- 
ket. The package is designed to 
promote safety and aid the driver 
in road-side emergencies. 

Included in the package are a 
first-aid kit, sound alarm, battery 
booster cables, road flares, fire ex- 
tinguisher, screw drivers, gas 
siphon, flashlight and road atlas. 
The package also includes a 40- 
channel citizen’s band (CB) radio 
and other safety components usu- 


ally ordered as separate options, 
such as a maintenance-free bat- 
tery, rear window defroster, 
puncture-sealant all-season tires 
and power door locks. 

The security package is now 
available in Plymouth and Dodge 
subcompact, compact and mid-size 
cars. Retail prices vary from $336 
to $450, depending on the model. 

The new package was designed 
by Chrysler’s 13-member passen- 
ger car committee, which has been 
working since 1978 to assess the 
needs of female drivers in particu- 
lar. 
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Fuel taxes on the rise again. 
Legislatures in seven states have 
voted to raise motor fuel taxes so 
far in 1982, two of them for the sec- 
ond time in a row, according to the 
Highway Users Federation. 

Legislatures in six other states 
are still considering similar in- 
creases, which will be used, by and 
large, for road, street and bridge 
repairs and highway completion 
and rehabilitation projects. 

Drivers will be paying higher 
taxes on motor fuel in Arizona, 
Idaho, Kentucky, Maryland, Mis- 
souri, Vermont and Virginia. Of 
these, Idaho and Vermont also 
hiked taxes in 1981, while Ken- 
tucky and Virginia last raised 
taxes in 1980. 

Bills to increase motor fuel 
taxes are pending in Illinois, 
Louisiana, Massachusetts, Michi- 
gan, New Jersey and New York. 
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New-car price comparison. 
The retail price of a typical im- 
port car increased 148 percent 
from 1973 to 1982, compared to 
139 percent for its domestic equi- 
valent, according to a recent study 
by Runzheimer & Co. This com- 
pares to an overall inflation rate in 


the U.S. of 121 percent for the 
same period. 

The study is based on a compar!- 
son of a typical domestic mid-size 
car, the Chevrolet Malibu Classic, 
and the most popular selling im- 
port, the Toyota Corolla. Both ve- 
hicles are equipped with standard 
engines (6-cylinder for the Malibu 
and 4-cylinder for the Corolla) 
plus automatic transmission, 
power steering, power brakes, 
tinted glass, radio and air-condi- 
tioning. 

The price of the Corolla climbed 
from $2,839 in 1973 to $7,038 in 
1982, while the Malibu’s price 
jumped from $3,773 to $9,011. 
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Prospects for leasing. Al- 
though auto leasing has steadily 
grown in popularity over the last 10 
years, there is still some consumer 
resistance to the concept, accord- 
ing to a new report from Interna- 
tional Resource Development Inc. 
(IRD). 

“Overall, leasing volume 
amounts to about 25 percent of the 
value of new-car shipments,” say 
IRD’s Nyolee Waters. Most leas- 
ing activity, he points out, is ac- 
counted for by fleets and profes- 
sionals, who are able to deduct 
their lease payments for tax pur- 
poses. 

The IRD study predicts, how- 
ever, that the market will change 
significantly during the 1980s as 
leasing becomes more accepted 
by individuals. “With new-car 
financing now running as much a 
48 months, the next step in reduc- 
ing monthly payments has to be 
leasing,” Waters says. The IRD 
study predicts that as many as 40 
to 50 percent of new cars may be 
obtained on a lease basis by the 
end of the decade. (For.a further 
discussion, see last month’s issue 
of 7E.) 
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For years, AC Cruise Control (K-35) has been a popular 


°ption on light-duty trucks. Now GM dealers are ordering it 


& fast pace on their new smaller trucks—for a lot of 
900d reasons... 


. Cruise Control can add profit for the dealer...and value 
Or the customer at resale time (according to recent Blue 
00k, Red Book and N.A.D.A. Used Car Guides). 


\¢ CRUISE wiPpER—==“To™ 
HI- 


@ It can be set to maintain lower, fuel-saving speeds. 


e AC Cruise Control provides the added convenience 
of the “Resume Feature.” 


@ It's easy to sell from inventory because people try 
it and like it. 


@ AC Cruise Control is specifically engineered for the 
GM vehicle in which it is factory-installed. 


Specify K-35 for your demos and inventory. 


AC Spark Plu 
General Motors 


Division, 
orporation, 


1300 N. Dort Highway 


CHEVROLET S-10 


Flint, Michigan 48556 


GMC S-15 


Experienced GM dealers know that, good times 
or bad, GMAC is the reliable source for all their 
financing needs. That goes for trucks as well as 
cars, for fleet as well as single sales, for renting 
and leasing as well as wholesale. 

With more than 63 years’ experience—in a 
business we just about invented—we have a pretty 
good feel for your needs. Along the way, we've 
extended more automotive credit than any finan- 
cial institution in the world. 


One for all. 


And by continually expanding our services into 
new and developing areas, we've been able to keep 
pace with your changing needs. So today, in just 
about any opportunity for sales or growth, you'll 


find a willing and GMAC 


experienced partner 

in GMAC, the only 
THE FINANCING PEOPLE 
FROM GENERAL MOTORS 


one you need for 
Circle # 14 


all your financing 
needs. 
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“Bootlegging” Case 
Thrown Out 


Bankrupt Truck Dealer 
Assigns Franchise 


NHTSA Rescission of 
Safety Standard is Invalid 


In an antitrust case against the Ford Motor Co. and several Ford 
dealers, an “independent” fleet purchaser sued for damages on a claim 
that he was being frozen out of the Ford market because of the 
company’s policy on “bootlegging.” Through manipulation of Ford’s 
fleet allocation system, the plaintiff, Parsons, had been purchasing 
vehicles from dealers with low demand and reselling them to other 
dealers. In fact, Parsons was not a legitimate fleet purchaser and Ford 
took steps to cut off his supply. 

The court upheld dismissal of the “bootlegger’s” case and found that 
the mere enforcement of the Ford fleet allocation system, without other 
evidence, is not enough to show a conspiracy to restrain trade. (Parsons 
v. Ford Motor Co., 669 F.2d. 308, 5th cir., 1982). 


By following the procedures of the Federal Bankruptcy Act, a truck 
dealer can assign his franchise to another party over the franchisor’s 
objections, a recent case confirmed. The Bankruptcy Act permits the 
assignment of executory contracts (where both sides must still perform) 
when contract defaults are cured, and there are assurances of future 
performance under the contract. Even though all of the parties to this 
case agreed that the distribution agreement was executory, the 
franchisor still resisted the assignment to the third party. 

The Bankruptcy Court found that the proposed dealer was in 
excellent financial shape and that there were assurances of future 
performance of the franchise agreement. The manufacturer’s major 
objection to the assignment was that the franchise is a personal contract 
that cannot be transferred in this way. Despite this strong objection, the 
court found that the franchise agreement was not really personal in 
nature because the general requirements of the agreement were the 
abilities to sell trucks and to meet other contract obligations, all of 
which could be done by the new dealer. (Matter of Bronx—Westchester 
Mack Corp., Banker Ct., N.Y., S.D., No. 80—B 20 220, May 19, 1982) 


A recent ruling by the United States Court of Appeals for the District 
of Columbia Circuit invalidates the National Highway Traffic Safety 
Administration’s (NHTSA) rescission of the federal passive restraint 
safety standard. Modified Standard 208 requires manufacturers to 
begin building cars with passive restraint systems—either airbags 
or passive seatbelts. Because most manufacturers planned to use 
detachable passive belts to comply with the standard, NHTSA was 
uncertain about the rate at which usage would increase. The agency 
felt that Standard 208 would be justified only if seatbelt usage rose from 
11 to 24 percent. The agency’s studies concluded that no such increase 
would occur, and NHTSA rescinded the standard. 

This uncertainty over the rate of increase of belt usage was unsup- 
ported by the evidence, according to the court. “The rescission order 
has been distorted by solicitude for the economically depressed auto- 
mobile industry, which is not the agency’s mandate,” the court con- 
cluded. The rule now goes back for further agency action. 


This column is prepared by the Legal Group of the National Automobile Dealers Association. Because this column is national in scope, the discussion of cases and 
legal problems is necessarily limited and general. When specific legal questions arise, you should consult a competent attorney in your state. For further informa- 
tion or questions concerning the items appearing in this column, write: Legal Briefs, NADA Legal Group, 8400 Westpark Dr., McLean, VA 22102. 
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Freedoms of the open road. 
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The complete line of maintenance- 
free Freedom Batteries. They come 
in a variety of sizes and performances 
to match the needs of almost every 
vehicle you equip—from the mighty 
diesels to the new four-cylinder gas 
savers. And they all have the big 
advantages of FREEDOM. Wrought 
lead-calcium grids that virtually 
eliminate gassing and water loss. You 
don't have to add water, ever. A truly 
maintenance-free design with sealed 
tops to prevent internal damage and 
contamination. 


The Delco Freedom II Battery. 
Our toughest, most efficient auto- 
motive battery ever. And it comes with 
either side terminals or top posts in a 
variety of group sizes tofitalmost every 
kind of car or light to medium truck. 
The Delco Heavy-Duty 1200. 
Highly successful in line-haul service. 
An all-round workhorse for trucks and 
buses in high-mileage service. 

The Delco High-Power 1110. 

For those big diesels that need extra 
cranking power, especially in cold- 
weather operation. 


The leader under the hood. 


Circle #10 Delco Remy 


1 A 


The Delco High-Cycle models. Big 
reserves of standby power for special 
needs. Like extended idling, refrigera- 
tion, power tailgates and ramps. Also 
great for RVs, emergency vehicles, c4! 
haulers and off-highway applications. 

Maintenance-free Freedom Bat- 
teries. For the freedom and power to 
roll on the open roads. 

Delco Remy, Division of General 
Motors Corporation, Anderson, 
Indiana 46011. 
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' Disclosure of 


~ Dealer “Buy- 


n order to stimulate new-vehi- 
cle sales, a number of credit 
Programs have been developed 
nable dealers to provide below- 
Market retail interest rates to con- 
Sumers. Under many of the pro- 
8rams, the dealer enters into an 
“greement with a manufacturer 
Credit Subsidiary or other finance 
me ai to “buy-down” the retail in- 
€rest rate (APR). In order to sell 
retail contracts to the finance 
Source, the dealer either pays an 
oount to the finance source to 
a the difference between the 
in ail _ contract APR and the 
Uurce’s “buy rate” or incurs a fi- 
> pai source charge in such 
ent The amount of such deal- 
buy-down” may be passed 
eee to the consumer by an in- 
ase in vehicle purchase price. 
. this article addresses a ques- 
‘On which dealers have fre- 
dently asked in recent months: 
“, ust the amount of a dealer 
‘ Uy-down” passed through to 
Consumer, be disclosed as a 
Part of the finance charge 
ander either pre-Simplification 
Ty revised Regulation Z? 
Sugh the question appears 
aightforward, there is no sim- 
©, uniform answer to suit every 
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dealer and every “buy-down” cred- 
it program. The answer depends 
on a number of factors, including: 
(1) whether the closed-end credit 
disclosures are made pursuant to 
pre-Simplification Regulation Z or 
in accordance with revised Regu- 
lation Z; (2) the particular terms of 
the credit arrangement between 
the dealer and retail finance 
source; and (3) whether all or any 
part of the “buy-down” is passed 
through to the consumer, and, if 
so, the form and nature of the pass- 
through. 


Rules Under Pre-Simplification 
Regulation Z 


If the closed-end credit disclo- 
sures are being made pursuant to 
pre-Simplification Regulation Z, 
the amount of a dealer “buy- 
down,” passed through to a con- 
sumer, either in whole or in part, 
must be disclosed. In this regard, 
the Federal Reserve Board (the 
Fed) has stated that all charges 
paid directly or indirectly by a con- 
sumer purchaser incident to an ex- 
tension of credit, inclusive of sel- 
ler’s points, must be included in 
the amount of the finance charge 
and reflected in the annual per- 
centage rate (APR). 


If credit disclosures are made 
under revised Regulation Z, the 
need to disclose a “buy-down” de- 
pends on whether the dealer is a 
“creditor” or “arranger of credit” 
under the revised regulations; and 
the nature of the pass-through to 
the consumer. 

If the dealer is neither a “cred- 
itor” nor an “arranger of credit,” as 
defined in revised Regulation Z, a 
strong argument may be made 
that the amount of the “buy-down” 
is in the nature of “seller’s points” 
(points charged to the seller by the 
creditor) and excludable from the 
finance charge. Section 226.4(c)(5) 
of the revised Regulation Z ex- 
pressly states that seller’s points 
are not finance charges. 

If the dealer is a “creditor,” as 
defined in revised Regulation Z, 
the pass-through to a consumer of 
a dealer “buy-down” would likely 
be considered in the nature of the 
“buyer’s points” (points charged to 
the purchaser by the creditor). 
Such “buy-down” charges, regard- 
less of whether reflected by pay- 
ment to a finance source or by a fi- 
nance source charge to the dealer, 
should be included in the finance 
charge and reflected by the APR. 
However, there is legal author- 
ity for the proposition that, if the 
“buy-down” is absorbed by the 
creditor/seller as a cost of doing 
business,” the “buy-down” may 
not be considered part of the fi- 
nance charge, even though such 
costs are taken into account in de- 
termining the cash price of the ve- 
hicle or other goods. 
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“Does the amount of a dealer. 


What is “pre-Simplification Regu- 
lation Z” and “revised Regulation 


On April 7, 1981 (46 FR 20848), 
the Federal Reserve Board pub- 
lished amendments to Regulation 
Z to implement the Truth in Lend- 
ing Simplification and Reform 
Act. Revised Regulation Z was ef- 
fective April 1, 1981, with optional 
compliance with the revision until 
October 1, 1982. In the interim 
period from April 1, 1981 to Oc- 
tober 1, 1982, creditors have the 
option of complying either with 
pre-Simplification Regulation Z or 
with revised Regulation Z. 


How do I know whether my disclo- 
sure forms are pre-Simplification 
or revised Regulation Z? 


If your dealership is currently 
using the same Truth in Lending 
forms that were used pre-April 7, 
1981, your disclosures are proba- 
bly being issued pursuant to pre- 
Simplification Regulation Z. If 
your forms have changed since 
April 7, 1981, you should contact 
the provider of your forms to deter- 
mine whether the disclosures are 
pre-Simplification or revised Reg- 
ulation Z. 

Representatives of General 
Motors Acceptance Corporation 
have been distributing revised 
Regulation Z disclosure forms. As 
to other manufacturer credit sub- 
sidiaries, NADA has not been ad- 
vised of the distributing of any re- 
vised Regulation Z disclosure 
forms. Dealers may wish to con- 
tact their respective credit sub- 
sidiaries, if any, for further infor- 
mation. 


Some Questions 


1. My dealership has retail 
credit arrangements with a 
number of finance sources. Fi- 
nance source A has issued re- 
vised Regulation Z forms, and 
finance sources B and C cur- 
rently require the use of pre- 
Simplification disclosure forms. 
What should I do? 

In the interim period from April 
1, 1982 to October 1, 1982, cred- 
itors have the option of complying 
with pre-Simplification Regula- 
tion Zor revised Regulation Z for 
any or all transactions. Commenc- 
ing October 1, 1982, all creditors 
subject to the regulations must 
comply with revised Regulation Z. 
A creditor may convert its entire 
retail credit operation to conform 
to revised Regulation Z at one time 
or phase-in compliance on a trans- 
action-by-transaction basis. 

Accordingly, in the interim 
period you may use the revised 
Regulation Z disclosure forms for 
transactions handled by finance 
source A, while continuing to use 
the pre-Simplification forms re- 
quired by finance sources B andC. 
However, you cannot “mix and 
match” requirements from pre- 
Simplification Regulation Z and 
revised Regulation Z. All of the 
credit disclosures for a closed-end 
credit transaction must be made in 
accordance with pre-Simplifica- 
tion Regulation Z or all of the dis- 
closures must be made pursuant to 
revised Regulation Z. 

2. My dealership “buys- 
down” a retail rate and passes 
through all or part of the “buy- 
down” to a consumer by a sepa- 
rate charge added to the vehi- 
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‘‘buy-down’ have to be disclosed?” 


cle price. My dealership uses 
pre-Simplification Regulation 
Z disclosure forms. Am I re- 
quired to disclose the “buy- 
down” under Regulation Z? 

Yes. The amount of the “buy- 
down” passed through to the con- 
sumer must be added to the retail 
finance charge and reflected in the 
APR. 

3. If 1don’t pass through any 
portion of the “buy-down” to 
the consumer, do I have to dis- 
close the fact that the rate has 
been “bought-down,” under 
Regulation Z? 

No. In this case, there is no addi- 
tional charge being assessed to the 
consumer as an incident to the 
credit extension. 

4. What are the definitions of 
“creditor” and “arranger of 
credit” under revised Regula- 
tion Z? 

Under revised Regulation Z, an 
“arranger of credit” is a person 
who regularly arranges for the ex- 
tension of consumer credit by 
another person if: (1) a finance 
charge may be imposed for that 
credit, or the credit is payable by 
wrriten agreement in more than 
four installments (not including a 
down payment); and (2) the person 
extending the credit is not a cred- 
itor. 

A dealer is a “creditor” under re- 
vised Regulation Z if the dealer 
meets either of the following 
criteria: (1) a person who (A) regu- 
larly extends consumer credit that 
is subject to a finance charge or is 
payable by written agreement in 
more than four installments (not 
including a down payment), and 
(B) to whom the obligation is ini- 
tially payable, either on the face of 
the note or contract, or by agree- 
ment when there is no note or con- 
tract; and (2) an arrange of credit. 


“There is no single answer for 


The term “regularly” means more 
than 25 times (or more than five 
times for transactions secured by a 
dwelling) in the preceding calen- 
dar year. 

It should be noted that the deal- 
er is either or both designated the 
“creditor” for Truth in Lending 
purposes or the initial payee under 
many, if not all, dealer retail cred- 
it arrangements with manufac- 
turer credit subsidiaries. Under 
GMAC revised Regulation Z 
forms, the dealer is a “creditor.” 

5. My dealership “buys- 
down” a retail rate and passes 
through to the consumer all or 
part of the “buy-down” as a 
separate charge added to the 
vehicle price. The finance 
source requires the use of re- 
vised Regulation Z disclosure 
forms, and my dealership is a 
“creditor.” Do I need to disclose 
the “buy-down” under Regula- 
tion Z? 

Yes. The amount of the charge 
to the consumer must be disclosed 
as part of the finance charge and 
reflected in the retail APR. 

6. Under my credit arrange- 
ment, I make no actual pay- 
ment to the finance source to 
obtain a below-market APR. 
However, the finance source 
reduces the amount of my deal- 
er reserve. Does there have to 
be an actual payment to the fi- 
nance source to have a “buy- 
down?” 

No. If a finance source imposes a 
charge on the dealer, whether by 
reduction in the dealer financial 
reserve or otherwise, for accepting 
contracts at below-market APR, 
there is a “buy-down.” There need 
be no actual payment from the 
dealer to the finance source to con- 
stitute a “buy-down.” 

7. Under the GMAC 12.8 per- 
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cent plan, I calculate my net 
loss to dealer reserve on a per- 
vehicle basis and add a sepa- 
rate charge to the price of each 
vehicle sold and _ financed 
under the plan. Do I have to dis- 
close such amount under Regu- 
lation Z? 

Yes. The amount of such “buy- 
down” charged to a consumer must 
be disclosed as a part of the finance 
charge and reflected in the retail 
APR, regardless of whether disclo- 
sures are made under pre-Simpli- 
fication Regulation Z or revised 
Regulation Z. 

8. My dealership absorbs the 
cost of participation in a “buy- 
down” program as a cost of 
doing business. Do I still have 
to disclose the “buy-down” 
under Regulation Z for each 
consumer credit transaction fi- 
nanced under the program? 

The Official Federal Reserve 
Board (Fed) Staff Commentary to 
revised Regulation Z_ states: 
“Charges absorbed by the creditor 
as a cost of doing business are not 
finance charges, even though the 
creditor may take such charges 
into consideration in determining 
the interest rate to be charged or 
the cash price of the property or 
service sold.” However, if the cred- 
itor “separately imposes a charge” 
on the consumer to cover certain 
costs, the charge is a finance 
charge if it otherwise meets the 
definition. For example: A dis- 
count imposed on a credit obliga- 
tion when it is assigned by a seller- 
creditor to another party is not a fi- 
nance charge as long as the dis- 
count is not separately imposed on 
the consumer.” 

Beyond the Commentary lan- 
guage, the Fed provides no specific 


y- every dealer or every program.” 


guidance to dealer/creditors on the 
issue. The cited language does con- 
tain some key points which deal- 
ers should note: 

@ The “buy-down” should not 
be “separately imposed” on a con- 
sumer financed under a “buy- 
down” program. This phrase 
suggests that if “buy-down” par- 
ticipation costs are absorbed and 
considered as a factor in pricing, 
the price should include all cash 
and credit sales, including “buy- 
down” finance transactions. 

e The language suggests that, 
in the pricing of goods, “buy-down” 
lost or any portion thereof should 
not be a distinct, identifiable com- 
ponent, such as an interest ex- 
pense charge noted on a vehicle in- 
voice or supplemental sticker. 
“Buy-down” cost should, thus, be 
considered as a part of general ex- 
penses. 

9. My dealership advertises 
the APR available under a 
“buy-down” program. What 
are my responsibilities under 
Regulation Z rules on credit ad- 
vertising? 

If you pass through all or part of 
the “buy-down” by imposing a sep- 
arate charge on a consumer fi- 
nanced under the program, you 
may well have violated federal law 
on credit advertising. Under both 
pre-simplification Regulation Z 
and revised Regulation Z, the 
amount of the pass-through 
should be disclosed as part of the 
finance charge and reflected in the 
APR. In addition, the pass- 
through must be a part of any fi- 
nance charge disclosure in the ad- 
vertisement, under federal law. 

You should also be aware that 
the failure to properly disclose a 
“buy-down” in credit or rebate ad- 
vertising may be considered an 

(Continued on page 50) 


MONEY 


SENSE 


Giving to Friends and Family 


t is in the spirit of giving that 

many Americans _ spread 

their good fortunes among 
family and friends. And it is in the 
spirit of receiving that the Inter- 
nal Revenue Service taxes these 
generous impulses. 

Barring certain provisions in 
the law, a gift tax is levied on the 
transfers of property to the reci- 
pient made during the giver’s 
lifetime. Like the income tax, it is 
progressive; the larger the gift, the 
more the giver must pay. When a 
giver fails to meet a tax obligation, 
the recipient is held liable. 

Although the gift tax may dam- 
pen the desire to give, it does not 
altogether extinguish it. For the 
most part, the tax is liberal, allow- 
ing many deductions, exclusions 
and exemptions. And, of course, 
the tax does not apply to gifts 
made to charitable institutions 
(covered in next month’s “Money 
Sense”). 

The law allows you to give each 
and every person up to $10,000 a 
year before the gift becomes sub- 
ject to tax. Married couples can 
give twice that amount ($20,000) 
to each and every person. The ex- 
clusion need not be split evenly be- 
tween the couple. A husband can 
make a gift that exhausts the en- 
tire $20,000 exclusion, but a wife 
must consent to the gift. 

The government also places no 
limit on the number of gifts you 
can give in one year. For instance, 
a $100,000 payout would escape 
taxation so long as no individual 
recipient got more than $10,000 
($20,000 if a joint gift). 


Unified Tax Credits 


In addition to the yearly exclu- 
sion, Congress recently passed a 


series of laws that will reduce 
taxes on gifts in annual stages, 
starting this year. Under these 
new laws, gifts and estates under 
$600,000 will be tax-free by 1987. 

Further back, in 1977, new laws 
abolished the $30,000 lifetime- 
giving exemption and replaced it 
with a “unified estate and gift tax 
credit,” a single credit that can be 
subtracted from combined gift-es- 
tate tax. The amount of credit will 
rise yearly until it reaches 
$600,000 in 1987. For the current 
year, the tax credit is $225,000. 

The new unified credit differs 
from the old exemption in that it 
lumps together the assets you will 
leave at death with the gifts you 
make when you are alive. Lifetime 
gifts count only to the extent that 
they exceed the annual exclusion 
($10,000 for an _ individual; 
$20,000 for a couple). You would 
first use the tax credit to reduce 
any gift taxes you would otherwise 
pay during your lifetime. Any re- 
maining tax credit would reduce 
estate taxes after your death. 

To get a better idea of how the 
law works, take a look at your own 
history of giving and then add up 
the value of your estate. Let’s say, 
for example, that gifts you gave in 
the past exceeded the annual ex- 
clusion by $50,000 and that your 
estate is now worth $200,000. 
Were you to die this year, the IRS 
would add the $50,000 you gave 
beyond the annual lifetime exclu- 
sion to the value of your estate. 
This would bring the total taxable 
value of your estate to $250,000. 
According to IRS tax tables, the es- 
tate tax on your $250,000 estate 
would be $70,800. In this instance, 
the unified estate and gift tax 
credit would allow a tax credit of 
$62,800 against the estate tax. 


Your heirs would thus owe the IRS 
only $8,000. 

If your only heir happens to be 
your wife or husband, then your 
estate would be free of taxes no 
matter how large. Starting this 
year, the IRS will treat a husband 
and wife as a single economic unit 
and allow unlimited transfers 
from one spouse to another, undi- 
minished by gift or estate taxes. 
That translates into no estate 
taxes on the death of a married 
person, provided all the assets are 
left to the surviving spouse. Taxes 
will have to be paid on the second 
estate, but they can also be low- 
ered by taking full advantage of 
the yearly exclusion. A widow or 
widower with a large family may 
be able to redistribute estate hold- 
ings in a few years. 


Who Should Give? 


Because the present law taxes 
lifetime gifts and estates (over and 
above the annual exclusion) at the 
same rate, when you decide to give 
becomes a matter of personal pre- 
ference. However, most estate 
planning experts recommend that 
you consult with your attorney be- 
fore making any large lifetime 
gifts. 

Most experts agree that the best 
time to embark on a program of 
giving is during your 50s and early 
60s. By that time, most major fi- 
nancial obligations have been 
met, freeing a good deal of capital. 
But before you begin to pare down 
your assets, remember that gifts 
in almost all cases are irrevocable. 
Never give what you might want 
repaid should your own finances 
take a turn for the worse. 

Next month, part two: “Giving to 
Charities and Institutions.” FE 


This column is prepared as an automotive exclusive for AE by Bill Waters, Director of Marketing Services with Merrill Lynch, Pierce, Fenner & Smith. Reader 
comments and inquiries should be sent to: Money Sense, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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This magazine gives 
you good reading, 
good writing 
and good arithmetic. 


We present the information in our articles clearly, 
accurately and objectively. That's good writing. Which 
means good reading. 

We present the information in our circulation 
statement clearly, accurately and objectively. That's good 
arithmetic. 

BPA (Business Publications Audit of Circulation, Inc.) 
helps us provide precise and reliable information to both 
advertisers and readers. 

An independent, not-for-profit organization, BPA 
audits our circulation list once a year to make sure it's 
correct and up to date. The audit verifies your name, your 
company, your industry and your job title. 

This information enables our advertisers to determine 
if they are reaching the right people in the right place with 
the right message. 

The audit also benefits you. Because the more a 
publication and its advertisers know about you, the better 
they can provide you with articles and advertisements 
that meet your information needs. 

BPA. For readers it stands for meaningful information. 
For advertisers it stands for meaningful readers. Business 
Publications Audit of Circulation, Inc. 

360 Park Ave. So., New York, NY 10010. BPA 
We 


make sure you get what you pay for. 


Despite the unsettled state of 
the domestic auto industry, the 
mood today at American Motors 
Corp. is one of steady optimism. 
The company is forging ahead 
on the wings of an expanded 
new-product program, the re- 
sult of its burgeoning relation- 
ship with the French auto- 
maker, Renault. 

E traveled to AMC headquar- 
ters in Southfield, MI, recently 
to talk to AMC Chairman and 
Chief Executive Officer W. Paul 
Tippett Jr. about the new look 
at AMC. Participating in the in- 
terview were NADA’s AMC Line 
Group Chairman Donald Schul- 
stad, Schulstad Motor Co., Tam- 
pa, FL, and Naiff Kelel, Green- 
field AMC/Jeep-Renault Inc., 
Detroit, MI. 

J: Where is AMC’s relationship 
with Renault going? 

Tippett: Renault currently 
owns 46 percent of the stock of 
AMC. So it’s a big and important 
shareholder, but it is not the only 
one. We have 112,000 other stock- 
holders, and we run this com- 
pany for all of them. That’s why 
decisions for this company are 
made in Detroit and not in Paris as 
some people allege. 

Our partnership with Renault is 
terrific. When we need something 
they’re there—whether it’s tech- 
nological support, management 
support or financial support. Re- 
nault has now invested $350 mil- 
lion into AMC. They’ve done their 
job, and now it’s our turn to do our 
job. 

When I say our turn, I mean not 
only the company but dealers as 
well. We’ve got to start generating 
our own capital based on sales so 
we can keep new products rolling 


for the next 25 years. 

Thank goodness, we’ve got a 
stream of new, competitive prod- 
ucts ready. We started, as you 
know, with the Fuego, which has 
been moving very well. Eagle 
sales are good, and the Alliance 


will be launched in July. Without 
Renault, a lot of this would not 
have happened. 

The strategy between us is kind 
of simple: Renault knows more 
about front-wheel-drive products 
than anybody in the world, and we 
know more about 4-wheel-drive 
products than anybody in the 
world. So Renault is going to be 
selling our 4-wheel-drive products 
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and we'll be selling their front- 
wheel-drive products. 

Renault was attracted to us not 
only because of our strong organi- 
zation here in Detroit but because 
of our strong dealer body. We were 
attracted to them because they 


AMC headquarters in Southfield, MI 


were able to give us an instant 
base of technology that we could 
have acquired only at a huge cost. 

When we started working t0 
gether three years ago, we heard a 
lot of jokes about Franco-Amer!- 
can Motors. But now we see Gen- 
eral Motors buying things from 
Isuzu and Suzuki, Ford working 
with Toyo Kogyo and Chrysler 
talking to Mitsubishi, and I dont 


hear funny names being coined for 
them. This type of cooperation be- 
tween manufacturers is simply a 
good idea that we latched onto 
first. 

7E: One industry analyst re- 
cently said that “Renault has put 
in their own guys to see that the 
manufacturing of the cars is done 
right, and decided to let Ameri- 
cans sell them.” Is this statement 
accurate? 

Tippett: No. Clearly, we did es- 
tablish a division of labor, if you 
want to call it that. But just be- 
cause Renault has primary design 
responsibility for our front-wheel- 
drive vehicles doesn’t mean that 
all we do is assemble what they 
send us and sell it in the US. 
We’re more than just assemblers 
and marketers. 

The new Alliance, for example, 
is far from simply being an Ameri- 
canized version of its French coun- 
terpart, the Renault 9 (R-9). While 
the design and engineering of the 
R-9 was solely a Renault effort, 
AMC developed a significant part 
of the componentry for the Al- 
liance. We helped design the brake 
system, bumper system, power 
steering system, fuel-injection 
system, electric controls system, 
headlight and taillight systems, 
exterior trim, audio systems and 
much more for the Alliance. 

We have 1,000 people on our 
product staff, and we expect to con- 
tribute something to all the prod- 
ucts we sell. We know a lot about 
U.S. tastes and requirements, and 
that’s one of the reasons Renault is 
anxious to have us collaborate on 


these vehicles. 

At the same time, we expect to 
have Renault’s input on our new 
line of Jeeps. Renault is going to be 
selling Jeeps in Europe and other 
markets where the requirements 
are different, and we don’t want to 
ship them a car that’s great for the 
U.S. but not great for Europe. So 
we have people working full-time 
with Renault in France to help 
with their new-product programs, 
and they have people here work- 
ing with us. 

ZE: Do the appointments of Jose 
Dedeurwaerder as AMC president 
and Jean-Marc Lepeu as vice-pres- 
ident of financial affairs give Re- 
nault a more direct role in the day- 
to-day operations of AMC? Do you 
foresee more Renault executives 
filling top posts? 

Tippett: No, I think it relates 
back to what I said at the outset. 
Renault has been very supportive 
in areas where we felt they could 
make a specific contribution. For 
example, an important source of 
our financing for new products is 
coming from European banks. We 
have never had much experience 
with European banks, so we 
needed someone on staff who is 
familiar with European financial 
affairs. Jean-Marc Lepeu is the 
guy, and he’s doing a terrific job. 

I don’t have to tell you how im- 
portant the launch of a quality 
product car like the Alliance is; 
we're only going to get one chance 
on this one. And what better guy 
could we have to help us launch 
the Alliance than the guy who 
handled the R-9 launch in Europe: 
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NADA’s AMC Line Group Chairman 
Donald Schulstad (left) discusses the in- 
dustry with Paul Tippett and fellow dealer 
Naiff Kelel. 


Jose Dedeurwaerder. 

Bernard Casin, our general 
manager of service, is another 
good example. Casin brings years 
of experience with service training 
in front-wheel-drive technology 
that we just didn’t have. It’s impor- 
tant that we get our dealers up to 
speed as fast as possible on front- 
wheel-drive products, because 
they are going to have to service 
them in large numbers. 

So, yes, we have some Renault 
people here helping us out. Out of 
21,000 employees, there are prob- 
ably 25 from Renault. And it’s a 2- 
way street. One of our top desig- 
ners, for example, Dick Teague, 
does work for Renault on styling. 

The press spends a lot of time 
talking about the employees Re- 
nault has given us, but I don’t read 
much about the American Motors’ 
guys who’ve been promoted re- 
cently. Larry Hyde was recently 
appointed executive vice-presi- 
dent of the company, and Bob 
Schwartz was promoted to vice- 
president of North American 
sales. As tough as today’s market 
is, we want to get the best guys we 
can—I don’t care who they are. 

FE: Is AMC’s 5-year, $1-billion 
capital spending program on track 
now that the UAW has approved 
the employee investment plan? 
How much money will the plan 
free up, and where will it be ap- 
plied? 

Tippett: Let me see if I can lay it 
aut for you. We received $350 mil- 
lion earlier from Renault, and 
$250 million from the bank on a 
revolving credit agreement. We 
generated another $150 million 
from our employee investment 
plan, for a total of $750 million. 
We expect to get another $100 mil- 
lion from the sale of tax credits. So 
we hope to have 85 percent of the 
money we need in the bag, and 
we've got to earn the other $150 


- 
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million. And we will over the next 
two years if our dealers do what we 
expect them to. 

7E: You are one of the few top ex- 
ecutives in the auto industry who 
has a background in both sales and 
marketing. Does this give you a 
unique perspective on the indus- 
try? How does your view of AMC 
and its future differ from that of 
your predecessor, Gerald Meyers? 

Tippett: I don’t think my back- 
ground gives me a unique perspec- 
tive. But one thing I do believe is 
that everything begins in the 
showroom. All this work we’re 
doing back here doesn’t mean a 
thing unless we’re generating or- 
ders. 

The stark reality is that every- 
one who heads a major company 
should understand sales and mar- 
keting, whether he happened to 
come up that route or not. This is a 
volume-oriented business. The 
high fixed costs involved in man- 
ufacturing have to be covered by 
the sales of a sufficient number of 
units or you're out of business. 

So to me, if there’s any business 
that demands a sales and market- 
ing orientation, it’s the auto- 
mobile business. Volume solves al- 
most every problem we have, and 
lack of volume causes almost 
every problem. 

As far as my view of American 
Motors, I don’t think my outlook 
differs much from that of Gerry 
Meyers. He and I worked together 
on some of the strategy we’re now 
executing. When I started work- 
ing here in 1978, I remember talk- 
ing to some of our dealers and say- 
ing, “Wait until 1982. That’s when 
it’s all going to happen.” Now it’s 
1982, and we’ve got to do it. 

ZE: How does this year look for 
AMC? 

Tippett: The thing that plagued 
this company in the past was its 
erratic product program. We 


“When the demand 
for diesel returns, 
we'll be ready.” 


would introduce a good hot car, it 
would take sales up for a while and 
then they’d come right back down 
again. We didn’t have a steady 
stream of state-of-the-art prod- 
ucts, coming one right after the 
other, to keep sales steady. We 
need that as a company; that’s 
what our competitors are doing. 
Now we have our famous 6 by 6 
program: a new product will be 
coming out approximately every 
six months for six years. That’s re- 
ally going to turn this company 
around. 

7E: Many of the leading business 
publications contain 10-day re- 
ports of auto sales. Are Renault 
sales included with AMC, and if 
not, why not? 

Tippett: That’s a question for 
the press. Those reports do not in- 
clude Renault sales. Now obvi- 
ously, when someone buys a Re- 
nault he may do it in place of a 
Concord. The dealer doesn’t care 
as long as he makes a comparable 
gross, and we don’t care as long as 
we make comparable profits. But 
the press seems to think that the 
only kind of cars that count around 
here are the ones built in the U.S. 

When the media report Volks- 
wagen sales, for example, they 


only report sales of U.S.-built 
Volkswagens. But imports ac- 
count for 25 percent of the market 
here, and we think they should be 
considered a part of total sales. 

The Wall Street Journal reports 
the Eagle as a truck. That’s crazy. 
Does the Eagle look like a truck? 

If the purpose of reporting car 
sales every 10 days is to measure 
the economic vitality of the coun- 
try, then the media should report 
total car sales, including truck 
sales. You know as well as we do 
that in many parts of the country 
light trucks are bought in lieu of 
cars. But truck sales are listed at 
the back of the Wall Street Journal 
only once a month, as if they were 
not a measure of the economic vit- 
ality of the country. We have to 
figure out a new system. I’ve said 
this to the press until I’m blue in 
the face. 

FE: AMC’s International Opera- 
tions—the export of Jeep products 
in particular—recorded strong 
sales and earnings in 1981. Is this 
area likely to receive greater at- 
tention in the years to come? 

Tippett: I spent a lot of time at 
our recent stockholders’ meeting 
talking about the international 
side of AMC. It’s a part of our busi- 
ness that people don’t focus on 
very often. We’re going to sell 
more than 100,000 products over- 
seas this year—kits as well as 
finished units. 

We’re the 42nd largest exporter 
in the United States—the 26th 
largest if you measure exports in 
terms of total sales. We have 14 as- 
sembly plants around the world: in 
Cairo, Kenya, Venezuela, Mexico 
and so forth. International sales 
are a growing part of our business. 

In the past, American com- 
panies concentrated on building 
cars specifically for the domestic 
market. They were mostly big gas 

(Continued on page 46) 
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Now you dont have to be a big volume dealer to start thinking like one. 


There's nothing wrong with being 
small. There's just nothing very easy about 
it. Especially if your people are still burning 
up erasers doing the financial statement. 

Good news. For small to medium vol- 


ume dealerships, ADP’s new RCS Comput- 


ing Systems represent a very big break- 
through in microcomputers. 

The RCS is the first system of its kind to 
process all your truly time-critical informa- 
tion in your dealership. You get immediate 
answers for Accounting, Parts Inventory and 
Invoicing, Vehicle Management and 
Factory-Dealer Communications. 

No other microcomputer can do that 
like RCS. None. 


When major, less urgent work needs to 


be done, you can call on ADP’s powerful 
on-line host computer. Anytime. And get 
complete stock order reports, financial state- 
ments and the like. 

All at an unbelievably low price. 

Give us a call toll free at 800-547- 
8670. In Oregon, (503) 238-7272. In 
Canada, (416) 752-6478, and we'll arrange 
a demonstration at your convenience. 

This could be the start of something big. 

ADP Dealer Services, Inc., 920 East 
Algonquin Road, Schaumburg, Illinois 


60195. 


Circle # 3 


BD The computing company’ 


©) Ig 


by Gary James 


magine having a sales tool so 

versatile that it could con- 

jure up a vision of a custom- 
er’s dream car right before his 
eyes. By keying specifications into 
a small computer terminal in the 
showroom, the customer would be 
able to mix and match styles, col- 
ors, trim and accessories on a video 
display screen until he came up 
with the car of his choice. 

Imagine having a service tool so 
efficient that it could recall the 
service history of almost any late- 
model car sold in the U.S. When a 
customer brings in a car to the 
shop, a mechanic would use his 
handy computer terminal to in- 
stantaneously diagnose engine 
malfunctions, schedule shop time, 
adjust parts inventory and process 
the necessary invoices. 

Sound farfetched? Not accord- 
ing to some experts in the com- 
puter field. 

“If you had told me 10 years ago 
that we’d have a system capable of 
doing accounting, payroll, repair 
orders and billing, word process- 
ing and factory communications, I 
would have been skeptical,” says 
Owen Peterson, senior vice-presi- 
dent of research and development 
for ADP, asupplier of computers to 
the automotive industry. “Now 
such systems are becoming com- 
monplace.” 

The potential of computer tech- 
nology is just beginning to be tap- 
ped, agrees Arnold Cantrell, vice- 
president of dealer computer ser- 


vices for Reynolds & Reynolds Co., 
Dayton, OH. “As dealers continue 
to integrate more closely with 
other dealerships and with the fac- 
tories—in areas such as parts and 
new-car inventory control—new 
and better ways of merchandising 
will emerge,” he says. 

“We'll see computers being used 
to prospect for new customers, and 
to help sell them a car once they 


come into the dealership. Termi- 
nals with high-resolution graphics 
might be used to show a customer 
exactly what cars are available. Sys- 
tems are already available that 
enable a dealer to search other 
dealers’ inventories, or place an 
order directly with the factory. 
This will become more prevalent 
in the years to come.” 

ADP’s Peterson sees computers 
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taking on greater importance in 
the backshop, too. “Computers 
will be used much more exten- 
sively to diagnose problems, espe- 
cially as the computers on board 
the car become more sophisti- 
cated. And I think computers will 
make a big difference as far as 
keeping track of service histories 
and reminding customers when 
their cars are due for work. 
Perhaps, in the future, manufac- 
turers will even create national 
data banks that contain service 
histories for all their customers’ 
cars. Then, if a traveler from 
Houston breaks down in Mil- 
waukee, a dealer in that area 


hat kind of information can 

a computer put at your fin- 
gertips? Capabilities vary greatly 
from system to system, of course, 
but these are some of the applica- 
tions dealers are finding most use- 
ful. 

Accounting. Daily manage- 
ment reports enable a dealer to 
keep close tabs on the profitability 
of individual departments as well 
as the productivity of personnel. 
Sales, expenses and income can be 
measured against goals with daily 
operating control reports. Other 
critical reports that can be gener- 
ated quickly and accurately by 
computer include general ledger 
statements, accounts receivables 
and daily journals. Result: a deal- 
er has ready access to the informa- 
tion he needs to run his business 
most effectively. 

Parts. The efficiency of any 
parts department can be greatly 
improved with the aid of a com- 
puter. A computer enables a coun- 


“Equipment vendors 
are moving 
to provide more 
computer power 
to small dealers.” 


would be able to call up that car’s 
service history on a terminal and 
know what’s been done in the 
past.” 

Communications links between 
dealers and the factory and deal- 
ers and each other are growing 
stronger by the day. This summer, 
two more automakers, Nissan and 
Volkswagen, joined the ranks of 
domestic pioneers such as General 
Motors and Ford in offering deal- 


terman to determine the status of 
any part instantly. By entering a 
code on his terminal, he can find out 
if a part is in stock, where it is, its 
price and quantity on hand. If the 
part isn’t in stock, the computer 
can often scan other dealers’ in- 
ventories or place an order elec- 
tronically with the factory. When 
a part is sold, inventory is auto- 
matically adjusted. Many systems 
can also calculate and extend 
prices, and even print an invoice 
for the customer. Result: a dealer 
can keep a constant eye on parts 
movement and maximize profit. 


Service. Computers are radi- 
cally changing the way dealers 
service automobiles. With a com- 
puter, for instance, a dealership 
can maintain complete records on 
the service histories of its custom- 
ers’ cars, including warranty in- 
formation. Service advisers can 
use computers to schedule repair 
orders and to monitor traffic in the 


22 AUTOMOTIVE EXECUTIVE, AUGUST, 1982 


ers direct computer communica- 
tions with the factory. Nissan’s 
Datanet system, similar to others 
in the industry, will enable partici- 
pants to order parts, process war- 
ranty claims, report retail sales 
and transmit financial informa- 
tion directly with Nissan head- 
quarters in Carson, CA. In addi- 
tion, the system will function as an 
inventory data bank for individual 
dealers, enabling them to call on 
other Nissan dealers in their area 
to find specific models. Rick 
Holmes, Nissan’s senior computer 
systems manager, says the com- 
pany hopes to have 500 of its 1,100 
dealers on-line by next May. 


backshop. Computer invoicing can 
also help boost shop productivity. 
In addition, some systems can be 
used to remind customers of sched- 
uled maintenance or to promote 
service specials. Result: a dealer 
can boost service absorption and 
customer satisfaction. 


Sales. Vehicle management 
programs are the newest applica- 
tion of computer power in the deal- 
ership. With a computer in the 
front end, a dealer has information 
on his floor stock—units, colors, 
options and prices—available in- 
stantly. Comprehensive price data 
stored in the computer can help 
salespeople determine the profita- 
bility of various deals. If the sys- 
tem includes a communications 
linkup with the factory, the deal- 
ership can order vehicles, report 
sales and check on the status of or- 
ders electronically. Result: a deal- 
er can serve his customers more 
promptly and profitably. E 
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DISPLAY DATA CORPORATION 
IS PLEASED TO 
ANNOUNCE 


The Future 


THE NEW 


Insight: 
SERIES 8000 COMPUTER SYSTEM 


Introducing a new era of computer quality, performance and value for America’s auto dealerships. 


At this year's NADA, the introduction of our The Series 8000 continues Display Data Corpora- 
TOTAL SERVICE SYSTEM presented the indus- _ tion’s commitment to the automotive industry. For 
try with a new breakthrough in software capa- current inxsignt users, upgrade programs are 

bility. Now, ina second major announcement, we attractively priced and existing software is 
introduce a dramatic technological advancement 100% compatible. 


in computer hardware: The inxsiqnt Series 8000. The Series 8000 and the new TOTAL SERVICE 


Here is a computer in a class by itself. syste represent significant achievements 
Reliability and capacity in its new 30 megabyte from our manufacturing and software develop- 
Winchester Disk Drive has no price/performance ment teams this year. Yet, to the dealer, the great- 
equal in the industry. State-of-the-art data copy est achievement is in the capability for building 
and back-up permit “tape stronger, more profit- 


streaming” of business re- able dealerships with 
cords onto a pocket-sized a protected computer 
cartridge in just minutes. _ investment. 


That has been, and always 
will be, what the inxsignt 
concept is all about. We 
make the future possible 
today. 


Design and engineering 
provide for the office 
of tomorrow — space 

efficient, quiet, 
energy conserving. 


DISPLAY DATA CORPORATION 
Executive Plaza IV Hunt Valley, Maryland 21031 
Sales and Service Offices Coast-to-Coast. 

For more information, contact (800) 638-1100. 
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ing and distribution division checks on the 


| A supervisor in General Motors’ warehous- 
status of a dealer’s parts order. 

| 
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VW’s new in-house computers 
are also in the test phase right 
now. The system, when im- 
plemented, will enable a dealer to 
perform accounting, parts inven- 
tory, service invoicing and F&I 
functions in-house. Other applica- 
tions, including service merchan- 
dising, are being developed. 


Larry Dale, merchandising 
manager for Ford Dealer Com- 
puter Services, says computer 
communication is proving in- 
valuable for both the dealers and 
the factory. “Computer linkups 
enable us to gather instant knowl- 
edge and instant response. War- 
ranty claims, for example, can 
take as much as 60 days to fully 
process by mail. With a computer, 
the dealer receives his credit with- 
in an average of 15 days. And more 
important, with a computer, the 
dealer knows within a day 
whether he’s made an error in the 
warranty submission, and whether 
the claim has been accepted or re- 
jected.” 


According to Dale, small deal- 
ers, those who sell fewer than 300 
cars per year, are computerizing in 
increasing numbers. “As the cost 
and size of systems are scaled 
down to meet the needs of small- 
volume dealers, more of them are 
turning to computers to handle 
their information,” he says. “We 
hope to have most Ford and Lin- 
coln-Mercury dealers linked in di- 


rectly to Detroit by mid-decade.” 

Experts say those factories that 
don’t offer computer communica- 
tions at the moment will by the 
end of the decade, and that even 
the smallest dealers will eventu- 
ally have some type of system to 
enable them to transmit war- 
ranty, parts and sales information 
electronically. 

Vendors of computer software 
and hardware equipment are also 
moving to provide more computer 
power to smaller dealers. In the 
past few years, significant break- 
throughs have been made in the 
design of hardware, programming 
and storage capacity. “Computer 
technology has been greatly im- 
proved and _ simplified,” says 
ADP’s Peterson. “Today’s systems 
are able to do more jobs than in the 
past, and do them much more 
economically.” 

The arrival of highly sophisti- 
cated microcomputers, in particu- 
lar, is bringing advanced automa- 
tion within reach of a larger seg- 
ment of the dealer population. 
Whereas earlier generations of 
small computers were confined 
mostly to data input and storage, 
microcomputers are now capable 
of performing computing and 
analysis. They make it possible for 
a dealer to automate several key 
departments without incurring 
the relatively high start-up and 
operating costs associated with 
large-scale systems. 
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Among the new offerings for 
small dealers is a system concept 
known as distributed data process- 
ing (DDP), a hybrid between an in- 
house and an on-line system. In a 
DDP setup, a dealer uses an on- 
site microcomputer for many daily 
tasks, and leases time on the 
supplier’s home-based computer 
when more complicated process- 
ing is required. 

The microcomputer makes it 
possible for the dealer to review 
data on parts turnover, vehicle 
movement, expenses and income 
on a daily basis. Other time-criti- 
cal functions, such as the produc- 
tion of departmental profit-and- 
loss statements and daily journals, 
can also be handled on site. Big 
jobs, however—such as the pro- 
duction of month-end financial re- 
ports for the factory—must be 
farmed out to an outside service. 

The vendor completes the com- 
putations, and sends the reports 
back to the dealership through the 
mail or electronically (if the deal- 
ership has a printer). While this 
type of arrangement has certain 
cost advantages, it can be cumber- 
some if the dealer needs reports 
available at a moment’s notice. 

Technological improvements 
are also bringing in-house systems 
within reach of more dealers. 
Richard Gutermuth, vice-presi- 
dent of marketing for Display 
Data Corp., Hunt Valley, MD, 

(Continued on page 41) 
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NADA Opposes Domestic 
Content Legislation 


egislation is presently pending in Congress 

that would increase the percentage of U.S. 

parts and labor in vehicles sold by large vol- 
ume auto manufacturers here. 

Under H.R. 5133, introduced by Rep. Richard Ot- 
tinger (D-NY), and companion bill S. 2300, intro- 
duced by Sen. Wendell Ford (D-KY), manufacturers 
selling more than 100,000 passenger cars and light 
trucks annually in the U.S. during model year 1983 
and thereafter would be forced to meet an increasing 
“domestic content ratio.” 

The term “domestic content ratio” is determined by 
the value of U.S. manufactured parts and labor as a 
percentage of the value of a manufacturer’s U.S. auto 
sales (see table). 

NADA strongly opposes H.R. 5133 and S. 2300 for 
the following reasons: 

1. Automobile prices would rise at least 10 per- 
cent, according to the Commerce Department, due to 
the scarcity of import vehicles and the increased cost 
of production for domestic vehicles. H.R. 5133 would, 
in effect, force manufacturers to build all parts here. 

2. The employment gains from this increased pro- 
duction capacity would not be as great as envisioned 
by supporters. Possibly as many jobs in the import/ 
export industries would be lost as would be created by 
this bill. In fact, passage of this bill could result in a 
net loss of auto-related jobs. This conclusion is based 
on the estimated loss of jobs in import dealerships, 
import distributorships, port handling facilities and 
other import-related activities. There is also the 
danger that jobs could be lost in domestic dealerships, 
if sales volume is further reduced by higher prices 
and limited product availability. 

3. H.R. 5133 would restrict American auto man- 
ufacturers from purchasing components from low- 
cost sources of supply. This would not only increase 
the price of domestically produced vehicles sold in the 
United States but would also severely limit the com- 
petitive opportunities of American auto manufactur- 
ers in foreign markets. Vehicle design and product 


availability would ultimately be determined by the 
domestic content ratios and not by the needs of the 
automobile market. 

4. This legislation would impose a new regula- 
tory burden on the domestic companies to certify re- 
placement parts manufactured by independent parts 
manufacturers. The cost of compliance with this pro- 
vision will be reflected in higher replacement parts 
prices for consumers. 

H.R. 5133 has been reported by the Subcommittee 
on Commerce, Transportation and Tourism to the 
full Energy and Commerce Committee. S. 2300 is 
currently pending before the Senate Commerce Com- 
mittee. The House bill reportedly has as many as 200 
co-sponsors. 

This kind of legislation is bad for dealers, manufac- 
turers, consumers and the entire economy. NADA 


will oppose H.R. 5133 and S. 2300. EE 
Proposed Domestic 

Number of Motor Vehicles Content Ratio 

Sold by U.S. Manufacturers (in percent) 

Model year 1983: 

Not over 100,000 U 

Over 100,000 but not over 150,000 8.3 

Over 150,000 but not over 200,000 16.7 

Over 200,000 but not over 500,000 25.0 

Over 500,000 30.0 

Model year 1984 

Not over 100,000 0 

Over 100,000 but not over 150,000 16.7 

Over 150,000 but not over 200,000 33.3 

Over 200,000 but not over 500,000 50.0 

Over 500,000 60.0 

Each model year after model year 1984 

Not over 100,000 0 

Over 100,000 but not over 150,000 25.0 

Over 150,000 but not over 200,000 50.0 

Over 200,000 but not over 500,000 75.0 

Over 500,000 90.0 
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This column is prepared exclusively for automotive executive by the Legislative Division of the National Automobile Dealers Association. All comments or ques- 
tions pertaining to this column should be mailed to: On The Hill, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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most powerful words in 
the world. On them may 

well depend the closing of a deal. 
Promises are mean to be kept. 
Salespeople who keep promises 
make a strong impression on pros- 
pects and customers. One of the 
chief qualities of a sincere person 
is the ability to hold to a promise. 


r4 r4 i promise” are two of the 


“Failure to keep 
promises will send 
your salesmanship 

stock plunging.” 


We all make promises; you know 
the kind: 

“I promise to have your car 
prepped and ready for you Tuesday 
at 4 p.m.” 

“I’m sure we have exactly the car 
you've been looking for in stock.” 

“Tll get on the credit check right 
away and call you back today.” 

Failure to keep such promises 
will send your salesmanship stock 
plunging. To sell yourself success- 
fully, you must never go back ona 
promise. If you don’t think you will 
be able to stick to a commitment, 
don’t make that promise in the 
first place. 

Here are two rules to help raise 
your stock as a promise keeper: (1) 
Force yourself, no matter what the 
cost, to keep any promise you’ve 


elling ° 


Promises 


yourself, “Can I really keep it?” 

If you follow those rules faith- 
fully, you'll be saved later embar- 
rassment, you won’t have to offer 
excuses and customers will know 
you mean what you say. 

Take a piece of paper right now 
and list all the promises you re- 
member making this week— 
promises made at your dealership 
and promises made to family and 
friends. Then, check off those you 
haven't kept and those which, 
deep in your heart, you really 
didn’t intend to keep or weren't 
sure you could. I’ve done this my- 
self frequently and found I had egg 
on my face. Tack that sheet up and 
let it remind you to do better. 

You can keep from breaking 
promises by following another 
simple rule: Let your customers 
and prospects know—by phone or 
in person—that you may have to 
replace one promise with another. 
It’s not an excuse or an apology; 
it’s simply being honest. If, for ex- 
ample, delivery of a new car is 
promised by a certain time and 
something unforeseen happens to 
delay it, then the right thing to do 
is to explain: “I know I promised 
you'd be in the driver’s seat today, 
but the special stereo tape deck 
you wanted just didn’t come in. 
They tell me it will be in tomor- 
row.” 

Explaining what happened and 
why creates warm feelings. But, 
breaking a promise without ex- 
plaining may well result in the 


eee 
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Joe Girard 


self and, quite possibly, of the ve- 
hicle. 

It’s easier to keep promises to 
others if we first learn to keep the 
promises we make to ourselves. 
You know the kind: a promise to 
give your family a week’s vacation 
if you break your sales quota; a 
promise to make three extra pros- 
pecting calls a day; a promise to 


“Broken promises 
to customers can 
have a domino 
effect on sales.” 


learn more about the competi- 
tion’s cars. 

Make yourself a firm promise 
right now. Write it down. Fold the 
paper and put it in your pocket. 
Each day, take a long look at the 
promise. Don’t toss the paper away 
until you’ve kept that promise. Do 
this with two or three such prom- 
ises and before you know it you'll 
be doing a much better job of keep- 
ing promises to others as well. 
Especially car prospects and cus- 
tomers. 

Broken promises to customers 
can have a domino effect on repeat 
car sales. A kept promise builds 
faith and confidence in you. That’s 
why the power ofa promise is a tre- 
mendous factor in helping to sell 
yourself and your cars success- 


made to date. (2) Think before you customer never believing in you fully. 
make any new promises. Ask again. You’ve lost the sale of your- I promise it. E 
This column is prepared exclusively for automotive executive by Joe Girard, named the World's Greatest Salesman 12 times by the Guinness Book of World Re- 


cords. All questions or comments pertaining to this column should be mailed to: Selling Yourself, automotive executive magazine, 8400 Westpark Dr., 


McLean, VA 22102. 
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by John Bentley 


—___ andthe 
of the Pi 


ften enough, people who 

like automobiles better 

than they do refrigerators 
or TV sets ask: “What kind of cars 
can we expect in the future? 
What’s going to replace the piston 
engine?” 

That’s a bit like asking, “When 
will they pull down the Pyramids 
and replace them with a hotel?” 

That is not to say that the rivals 
to the gasoline auto—such as the 
electrics, the turbine or the Stir- 
ling—are impractical dreams. But 
certain problems still stand in the 
way of widespread acceptance of 
these alternate engines. 

Since the turn of the century, 
the internal combustion engine 
has reigned supreme. It is inter- 
esting to consider how this par- 
ticular engine, with its complex 
reciprocating motion and poor 
thermal efficiency (only about 35 
percent of every gallon of gas does 
any useful work), caught on in- 
stead of the steam engine or the 
electrics. Equally fascinating is 
the unceasing compulsion that has 
inspired generations of automo- 
tive engineers to try to transform 
this crude, noisy, temperamental, 
wasteful machine into a Cin- 
derella of smoothness, reliability, 
economy and beauty. 

In 1896, Thomas Edison foresaw 
this paradox before it developed. A 
New York World reporter asked 
him, “What kind of transportation 
are we likely to have 10 years from 
now?” 


Like most alternate engines, the gas turbine still requires considerable development before it 
will be practical for widespread use in automobiles. The turbine’s drawbacks include slow 
throttle response and high fuel consumption. 


“Well,” he smiled, “you should 
be able to buy a horseless vehicle 
for what you pay today for a wagon 
and a pair of horses.” 

“Will these vehicles be run by 
electricity, sir?” 

“No, I don’t think so. As it looks 
at present, it would seem more 
likely that they will be run by a 
gasoline or naphtha motor of some 
kind or other.” 


The inventor of the electric light 
bulb, the phonograph and many 
other invaluable adjuncts to better 
living, Edison was a friend of 
Henry Ford, who worked as an en- 
gineer at the Edison Illuminating 
Company. The great man had an 
opportunity to observe Ford 
closely and perhaps saw in him a 
dedicated visionary about to found 
a huge, new industry. 
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The Wankel engine generates power from 
rotation rather than from stroking. As the 
engine runs, a triangular rotor moves 
around the inside of the casing. The spaces 
between the sides of the rotor and the casing 
decrease and increase in volume twice for 
every revolution. In this way, the four 
strokes of the traditional combustion cycle 
can be reproduced for each revolution of the 
rotor. 


Ford built his first auto buggy in 
1896, a 2-seater powered by a flat 
2-cylinder, 10-horsepower, rear- 
mounted engine. The transmis- 
sion, a 2-speed chain and belt con- 
traption, had no reverse gear. The 
machine was built from plumbing 
pipe, bicycle wheels, carriage 
cushions and scrap metal turned 
on a lathe. Even the crankshaft 
was hand-forged. But the design 
keynote was a simplicity that 
would achieve world fame. 

Henry Ford, of course, didn’t in- 
vent the internal combustion en- 
gine. Germany’s Gottlieb Daimler 
claimed that distinction a decade 
earlier, using the 4-stroke princi- 
ple developed by Nicolaus-August 
Otto in 1862. In fact, Ford was not 
the first American, even in De- 
troit, to build an auto “run by a 
gasoline or naphtha motor.” A 
friend, Charles Brady, stole that 
honor three months earlier. 

In 1899, Ford left Edison to help 
organize the Detroit Automobile 
Company. Ford took 16 percent of 
the firm’s stock in exchange for be- 
coming its chief engineer. Yet 
even then, the prospects of the 
gasoline buggy looked slim. 
Though 20 new makes of petrol- 
driven autos appeared that year, 
against only one steamer and 
three electrics, production of the 
latter far outstripped that of the 
gasoline models. Only 936 
gasoline-powered cars were built, 
compared with 1,575 electric and 
1,681 steam vehicles. 

It took five years for Edison’s 
prediction to come true. By 1904, 
of 54 new makes, one was an elec- 
tric and the other a steamer. 
Gasoline car production soared to 
18,699 units, compared with 2,993 
electric and steam cars combined. 

Why did the internal combus- 
tion engine capture the public’s 
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Compression 


Exhaust 


imagination despite numerous 
drawbacks? After all, the gasoline 
engine was far more complicated 
and only marginally reliable. 
Further, because of its poor, low- 
speed torque, the gas engine re- 
quired an intricate transmission, 
a clutch and a flywheel (to store 
the power generated by the pis- 
tons). But the crowning absurdity 
was its Rube Goldberg cooling sys- 
tem, designed to dissipate the heat 
energy produced by the explosions 
in the cylinders. 

Man’s love affair with the 
gasoline auto is indeed a strange 
paradox, but perhaps it was the 
very drawbacks of the engine that 
helped build such a strong bond 
between man and motor. Until 
Cadillac introduced the electric 
starter in 1912, cranking up the 
engine was an excercise that 
called for both brawn and cunning: 
brawn to swing the starting han- 
dle against compression; cunning 
to avoid the sudden backward flip 
that could break your wrist. 

There was also the challenge of 
hand-setting the ignition and 
guessing at the correct gasoline 
and oil mixture. If everything 
went right, the engine would start. 
For some reason—perhaps a sort 
of macho identification—these 
rituals actually served to 
strengthen the relationship be- 
tween man and machine. 

The steam engine, on the other 
hand, died because of the impa- 
tience of motorists. They wanted 
the engine to start at once and im- 
mediately get the car moving. 
Theoretically, the steam engine 
had that capability, but in practice 
it took two to three minutes for it 
to gather power. Though a driver 
was often willing to patiently wait 
ten times three minutes while his 
gas engine overheated and boiled 


in a traffic jam (in those days there 
were no traffic lights), he refused 
to allow the steam car those initial 
three minutes to get up steam. 
And that was where the quieter, 
simpler, faster steamer lost out. 

Still, the potential for improved 
performance was there. In July 
1926, US Motor published an arti- 
cle reviewing the new steam-pow- 
ered Delling car. One paragraph 
told it all: “It is reasonably certain 
that if a fraction of the many mil- 
lions spent on the development of 
the gasoline car had been spent on 
steam car development, there 
would be several successful steam 
cars on the market today.” 

The Delling’s electrically fired 
flash boiler could, by then, get upa 
head of steam in 30 seconds, but 
this breakthrough came too late. 
For a decade, the Delling tried to 
woo a bemused public away from 
its infatuation with the internal 
combustion engine. The effort 
went for naught. 

Motorists ignored perhaps the 
greatest advantage of steam—its 
ability to generate immediate tor- 
que. You could park a steamer 
head-on against a wall and the in- 
stant you opened the throttle the 
wheels would start to spin and 
keep on till the tires blew. Under 
similar conditions, even a modern 
automobile would stall when you 
let out the clutch. 


The electric car lost out for dif- 
ferent reasons. It, too, was simple, 
silent and fumeless and could start 
every time—even quicker than 
the gasoline auto. And the electric 
car, too, had no need of a gearbox 
(dubbed by a French scientist “this 
mechanical foolishness.”) But the 
weight of the batteries spelled 
poor performance, and the range 
was limited. The 100-mile range 
claimed by the Fritchle Electric in 
1908 hasn’t improved much to this 
day. Electric cars are therefore re- 
stricted to urban travel, a few city 
blocks at a time, with stops in be- 
tween. 

Motorists have always been 
lukewarm toward the electric. 
Theirs was and still is an adven- 
turous spirit, lured by the prospect 
of long-distance, inter-city driv- 
ing. The idea of setting up recharg- 
ing (or battery-swapping) stations 
in the way that old-time travelers 
traded horses at relays held little 
appeal. While an electric car de- 
veloped about 15 horsepower 
hours per charge, the gasoline 
auto generated 40 or more horse- 
power for each tankful of fuel. Its 
operating radius was (and re- 
mains) three times as great, with 
the added advantage of quick re- 
fueling. 

Assuming someone invented a 
battery weighing half as much as 
existing ones and capable of stor- 
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The 1923 Delling steam car (left) had a 2- 
cylinder engine that conveyed power to the 
rear axle via a drive shaft. As seen on the 
chassis of a 1926 model (below left), both en- 
gine and boiler were located under the hood. 
Fuel and water pumps (below) were driven 
in tandem by a gear train from the rear end 
of the crankshaft. 


ing many more horsepower hours, 
we would still have to face the re- 
charging problem. 

With the demise of the steamer 
and electric car, the gasoline 
buggy blossomed into a relative 
masterpiece of technology, so reli- 
able that with reasonable care it 
will run 100,000 miles or more. 

Many people have no idea what 
goes on inside an internal combus- 
tion engine. A modern 4-stroke 
racing power unit can turn 12,000 
rpm as smoothly as a sewing 
machine, despite the fact that the 
pistons travel twice the length of 
the cylinders for every crankshaft 
revolution. At 12,000 rpm, that’s 
24,000 times a minute, stopping 
dead at each end and reversing 
their motion! As for understand- 
ing valve actuation, spark timing 
and fuel injection, forget it. 

Automobile engineers have 
tried to simplify things by going 
from reciprocating to rotary mo- 
tion. The Germans flew gas tur- 
bine-powered aircraft before the 
end of World War IJ, and a 
Britisher, Air Commodore Whit- 
tle, applied the principle success- 
fully to commercial aircraft. 

So why not to cars? 

Opinions on the gas turbine as a 
practical power plant for auto- 
mobiles remain sharply divided. 
In 1965, a British prototype called 

(Continued on page 44) 
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losely held American busi- 
nesses seem to be en- 
gaged in the worst kind of 
Catch-22 situation. If the business 
is successful, tax consultants ad- 
vise owners to incorporate to save 
taxes. Then the same consultants 
caution with a long list of “No, you 
can’t do that.” 

As a frustrated business owner, 
you might ask: “Was incorporat- 
ing smart in the first place? 
Should I stay incorporated? If so, 
how can I take money out of my 
corporation?” To understand the 
issue and minimize the tax cost 
you must know the answers to all 
of these questions. 


Was Incorporation Smart? 


For the successful business, the 
simple fact of incorporation usu- 
ally produces immediate tax sav- 
ings. Why? The answer lies in the 
corporate tax rates. A corporation 
pays taxes as follows: 

If a corporation has $60,000 of 
taxable income, the tax would be 
$12,000 ($9,000 on the first 
$50,000 plus $3,000 on the next 
$10,000). Assume this corporation 
is owned 100 percent by Joe Suc- 
cess, who is personally in a solid 
50-percent tax bracket. The 
$60,000 of corporate income, if Joe 
did business as a sole proprietor- 
ship, would have cost him $30,000 
in tax. The corporation saves 
$18,000 ($30,000-$12,000). 

A must exercise for your non-in- 
corporated business is to substi- 
tute your own estimated profits 
and tax brackets to determine the 
potential annual tax savings by 
doing business as a corporation. 


Is Staying A Corporation Smart? 
As long as the corporation stays 


profitable, capturing taxable dol- 
lars in the corporation at lower 
rates than the corporation owner’s 
own tax bracket usually results in 
overall tax savings— year after 
year. 

With the passage of time, many 
successful closely held business 
build a substantial asset base. 
What if you take part of the assets 
in cash or in property as a divi- 
dend? You could find yourself tell- 
ing “tax horror stories” because 
dividends are taxed twice. The cor- 
poration pays out after-tax dollars 
but cannot deduct them, and the 
stockholder must treat them as or- 
dinary income—subject to up to a 
50-percent tax. 

What about liquidating a corpo- 
ration to get your hands on all the 
corporate assets? Definitely not a 
good tax move. All the accumu- 
lated earnings, since incorpora- 
tion, are taxed to the stockholder 
on liquidation—subject to a capi- 
tal gains tax of up to 20 percent. 
Worse yet, the low corporate tax 
brackets for future annual busi- 
ness profits are destroyed. 


How to Take Money Out of a 
Closely Held Corporation 


Keeping the corporation alive 
and well is almost always the best 
tax answer. And this brings us to 
the main purpose of this article: a 
checklist of some of the methods 
that will show you how to accom- 
plish this purpose. 

Current fringe benefits stand at 
the head of the list when taking 
money out of a corporation. Why? 
The tax results are perfection. The 
corporation gets an immediate de- 
duction while the employee gets a 
current economic benefit tax-free. 


Employer reimbursement of all 
medical expenses of the employee 
and dependents, group term life 
insurance up to $50,000 and edu- 
cational assistance programs are 
common examples. These benefits 
cannot discriminate in favor of 
highly paid employees, stockhol- 
ders, officers or directors. Com- 
pany-furnished meals and lodg- 
ing, moving expenses, executive 
training, conventions and _ busi- 
ness expense accounts for travel 
and entertainment are great ways 
to award tax-free benefits to 
selected key people. 


Deferred fringe benefits are a 
must for accumulating large sums 
of money. In this area, pension and 
profit-sharing plans are at center 
stage. Not only does the employer 
get an immediate deduction, but 
the funds accumulate in a tax-free 
trust. Such plans are designed to 
defer the benefit to be received by 
the employee. A new wrinkle al- 
lows you to get a current benefit. 
By inserting proper language in 
the plan documents, you can bor- 
row any amount up to your vested 
interest from the trust. Interest 
paid to the trust is deductible by 
you and tax-free to the trust. 


Interest-free loans by the corpo- 
ration to shareholders are an out- 
standing way to take money out of 
a closely held business. A taxpayer 
recently double-dipped his tax 
savings with court approval. First 
he made interest-free loans from 
his corporation. Then he used 
these funds to invest in tax- 
exempt bonds. 


Compensation from the corpora- 
tion for services rendered is the 
logical choice for receiving current 
benefits. Acommon error is taking 
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too much salary. For example, if 
your compensation is being taxed 
at 50-percent dollars and the cor- 
poration is in a 30-percent tax 
bracket or lower, each dollar you 
take costs you 20 cents or more in 
taxes than the corporation saves 
for the offsetting deduction. The 
amount of your compensation 
should be balanced considering 
your other income, your needs and 
tax bracket and the tax bracket of 
your corporation. Make sure the 
amount taken does not exceed a 
reasonable compensation. 

Amounts taken in excess of 
reasonable compensation can be 
attacked by the IRS and taxed asa 
non-deductible dividend to the cor- 
poration. Future columns will dis- 
cuss how to increase your compen- 
sation without running afoul of 
the reasonable compensation tax 
disaster. 

Preferred stock dividends pre- 
sent a safe and practical way of 
cutting the family tax bill. For ex- 
ample: assume you have four chil- 
dren and would like to use corpo- 
rate funds to pay for their college 
education. Declare a_ preferred 
stock dividend (such dividends are 


tax-free) followed by a gift (you 
can gift up to $10,000 per year to 
each child without gift tax conse- 
quences) of the stock divided 
equally among the four children. 
Let’s say the amount of the divi- 
dend is $40,000, or $10,000 of per- 
ferred stock to each child. Assume 
an 11l-percent dividend rate, or 
$4,400 in total cash dividends— 
that would be $1,100 per year for 
each child. If the children have no 
other income, all of the cash divi- 
dends will be tax-free. Such pre- 
ferred stock dividends can be used 
to divert income to any zero or low- 
bracket family member. 

Lease vs. Purchase is another 
method of taking dollars out of the 
family controlled corporation. In- 
stead of the corporation purchas- 
ing property needed in the opera- 
tion of the corporation, the prop- 
erty is purchased by a family part- 
nership. The property could be 
vacant land, improved real estate 
or personal property (like a com- 
puter, machinery or equipment). 
The property would be leased by 
the partnership to the corporation 
at a fair rental. The members of 
the partnership could be either 


high-bracket taxpayers (like the 
founder of the corporation when 
the partnership is throwing off a 
loss due to depreciation) or low- 
bracket taxpayers (like children, 
granchildren, or an aging mother 
or father, when the partnership is 
throwing off a profit). 

A Subchapter S election, often 
thought of only for loss or low-prof- 
it corporations, should now be con- 
sidered for the very profitable cor- 
poration. The Economic Recovery 
Tax Act of 1981 dropped the high- 
est personal tax bracket from 70 to 
50 percent. With the highest cor- 
porate rate at 46 percent, the 4- 
percent differential is immaterial. 
For corporations with an accumu- 
lated earnings problem, an out- 
look for continued high earnings, 
and no likely place to invest those 
earnings, a Subchapter S election 
can avoid the dividend tax prob- 
lem and save taxes in the long run. 

This article should be consid- 
ered a starting point. With the 
help of a competent professional 
tax advisor, you can plan a strate- 
gy to take money out of your 
closely held corporation. Tax plan- 
ning saves dollars. Do it. FE 


A. Mason Blodgett & Associates, Inc. announces: 


A Major Breakthrough 
In Auto Financing 
For Dealers. 


ant to obtain better financing arrangements 
from lenders, and at the same time make your 
new car loans virtually risk free? Get Auto Loan 


Guarantee Insurance, new from A. Mason Blod- 


gett & Associates! 


Name. 2) 


Auto Loan Guarantee Insurance protects 
lenders should the new car buyer default on his auto Title 


loan. Upon repossession and resale, the lender is 
paid any difference between the vehicle's sale price 
and the unpaid balance of the loan 


Dealership 


Address ____ 


By making your auto loans virtually risk free, Auto 
Loan Guarantee Insurance enables dealers to City 
offer more competitive interest rates and thus sell 


more vehicles. It also eliminates the need for re- 


course reserves. 


For more information on Auto Loan Guarantee 


Zip — 
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Yes, I would like to know more about your new 
Auto Loan Guarantee Insurance program 


State 


Phone 


Wa Lane GM. EE C2 Re! Be oe Se all 
Insurance, simply mail the coupon, or call Mr. Ken Lee collect (415) 441-7800 


A. Mason Blodgett & Associates, Inc. 


1625 Van Ness Avenue ¢ San Francisco, CA 94109 « (415) 441-7800 


Circle # 1 


OUTLOOK 


recent NADA study of 


dealership advertisin Table I 
eiuitizes! ehealan oe Advertising as a Percentage of Total Dollar Sales 
following facts: 
os 1978 
@ The overall advertising-to-sales 1981 1980 1979 = 1978 


Weighted Average of 
All Dealers 0.93 0.89 0.76 0.78 
By Annual New Unit 
Sales Group 
1(0-149) 0.66 0.66 0.72 0.77 
II (150-399) 0.80 0.74 0.70 0.75 
III (400-749) 0.86 0.94 0.82 0.78 
IV (750 or more) 1.08 1.01 0.92 0.87 


ratio for franchised auto dealer- 
ships increased during the down- 
turn of 1980 and 1981. 

© Radio and television are taking 
a greater share of the average 
dealer’s advertising dollar. 

e The most important determin- 


ant of the level of advertising in- 
tensity for any given dealer is the 
number of same-make dealerships 
within the market area. 


Source: NADA Industry Analysis Department 


Table II 


~~ 
Advertising Expenditures—Percent by Medium 
The Level of Advertising Newspaper Radio Television All Other 
In 1981, franchised new-car and 
truck dealers spent $1.4 billion on Weighted Average of 
advertising—an increase of 17.5 All Dealers 56.1 56.2 25.3 226 7.5 6.8 11.1 14.4 
percent from the 1980 level. As By Annual New Unit 
shown in Table I, advertising ex- Sales Group 
penditures as a percentage of total 1(0-149) 56.3 56.7 28.8 21.8 2.0 4.0 12.9 17.5 
sales dollars increased only II (150-399) 56.5 55.7 26.3 25.7 66 5.3 10.6 13.3 
slightly in 1981, but the increase III (400-749) 57.8 55.8 22.7 22.0 10.6 10.0 9.0 12.3 
east: ; 52.4 53.2 16.8 19.5 20.5 14.9 10.3 12.4 
was still significantly higher than IV (750 or more) 
the ratios reported for 1977, 1978 ; | 
and 1979. Much of the increase in SOR Dene ee ty ar aemnee 
the advertising/sales ratio was 
due to a decline in total dollar undoubtedly been the result of share increase due to the signifi- 
sales growth. Another contribut- their switch to a more expensive _ cant, increased use of this medium 
ing factor was the shift in the dis- medium (i.e., television). Table II _ by small volume dealers. 
tribution of dealers across volume shows that virtually all of the An in-depth analysis of the fac- y 
categories. Large volume dealer- growth in television advertising _ tors affecting dealership advertis- 
ships, which traditionally have hy dealers has been the result of ing shows that large dealers ad- 
higher advertising-to-sales ratios, increased use of this medium by __ vertise more than small dealers 
now represent a greater share of large volume dealers. The prolifer- because they are normally located 
the total market than they didin ation of cable television and con- _in more competitive markets (i.e., 
the late °70s. tinued increases in the efficiency _ are located near a greater number 
of producing commercialsindicate of dealerships carrying the same 
Advertising Expenditures by that _ television may capture a make). The proximity of other 
Medium growing share of the dealer’s ad- dealers of the same make is a 
vertising dollarinthefuture.Over greater determinant of advertis- 
Much of the increase in adver- _ the past five years, however, radio ing intensity than is the number of 
tising by large volume dealershas has shown the largest market new units sold. re 
Lin erent cee ea eee ete geen 31 18 Ty SUMMA ORCL ANE A ea PON CO 
, . exclusively for automotive ex ive by the Indust sis Divisio i i ers Association. All comments 
serene ba Pert should be ha nb ig Fa LS ip AAO aor way 9 pin Be, Melann: VA 22102. 
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Beret iescates 


ver 115 million passen- 

ger cars are now regis- 

tered in the U.S. With 
each one composed of approxi- 
mately 12,000 separate parts, cars 
are probably the most complex and 
expensive devices consumers will 
own in their lifetimes. 

The automobile’s increasing 
technological sophistication has 
not, however, been matched by a 
rise in consumer knowledge. And 
that fact can often make people 
anxious when their cars fail to 
work properly. 

The average car owner will visit 
a repair facility two to three times 
per year, according to NADA esti- 
mates. Not knowing what to ex- 
pect can make the owner edgy and 
suspicious, perhaps inclined to 
think: “Because I don’t know very 
much about my car, I am a captive 
of the repair shop.” 

The result is an immediately de- 
fensive attitude toward the “car 
doctors” that may turn to hostility. 
Frustrated by the attitude, dealers 
are often poised for customers’ 
angry responses. The ultimate re- 
sult can be a costly lawsuit 
brought by the customer, rather 
than meaningful communication. 

To help alleviate this situation, 
NADA has been sponsoring the 
highly successful AUTOCAP pro- 
gram. With NADA and ATAM 
cooperation, Automotive Con- 
sumer Action Programs are volun- 
tarily sponsored by 37 dealer as- 
sociations. These provide 23 state 
and 14 metropolitan areas with 


PROGRAM 


a dealer-sponsored, third-party 
complaint arbitration mechanism. 
Each program works with par- 
ticipating dealers and the reg- 
ional/zone offices of the 17 man- 
ufacturers who have formally 
committed to AUTOCAP arbitra- 
tion. (These companies include 
American Motors, Nissan, Toyota 
and 14 other importers.) 

“At first, our state association 
did not want to get involved with 
AUTOCAP because we felt it 
would cost too much money to ad- 
minister,” said Dick Parrish of 
Dick Parrish Volvo, Jacksonville, 
FL. “But it turns out that it 
doesn’t at all. It has saved dealers 
money because it has prevented a 
lot of lawsuits. Many times our 
state government’s consumer af- 
fairs office, which is overloaded 
with casework, refers disputes to 
us.” Of the 52 dealers in the area, 
39 are AUTOCAP members. 

Consumers also report favor- 
ably on AUTOCAP. Rita Conrad 
of Columbia, SC, recently purch- 
ased a new automobile and asked 


the dealership to remove the radio 
in her trade-in and return it to her. 
The dealership sold the trade-in 
and failed to take the radio out. 
After Conrad requested $50 to pay 
for the radio, the dealership re- 
fused. AUTOCAP intervened, and 
the result was a $50 check from 
the dealership to the customer. 

In all states, local AUTOCAP 
staff act as investigators, while ar- 
bitration is handled by 4 to 10 pan- 
elists. Fifty percent of the panel 
may consist of consumer represen- 
tatives, such as consumer advo- 
cates or television and newspaper 
reporters. The dealer half of the 
panel is usually composed of 
franchised new-car dealers. 

According to AUTOCAP direc- 
tors interviewed by AZ, consumers 
on the panel tend to be toughest on 
consumers while dealers are 
toughest on fellow dealers. 

The panel meets in private at 
least four times annually to re- 
view cases. Names and genders of 
parties are removed so decisions 
will be as free of bias as possible. 
Decisions are issued in writing. 

NADA staff reports that the en- 
thusiasm of dealers has grown in 
the past year in terms of AUTO- 
CAP participation. A record 5,240 
cases were logged in 1981—78 per- 
cent mediated by the AUTOCAP 
staff without the need for panel ar- 
bitration. In many cases, the con- 
sumer went straight to AUTO- 
CAP with a complaint instead of 
contacting the dealers. 

“It appears that too many cus- 
tomers assume the dealer princi- 
pal is inaccessible,” said NADA’s 
Kelly Cullins, national AUTO- 
CAP spokesperson. 

Of the cases processed by the 
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CALENDAR 
CALENDAR 
CALENDAR 
CALENDAR 


August 


16 to 19. Society of Automotive 
Engineers West Coast Meeting, 
Hyatt Embarcadero, San Fran- 
cisco, CA 

22 to 25. Automotive News 
World Congress, Westin Hotel, 
Detroit, MI 

24 to 27. Automotive News 
World Expo, Cobo Hall, Detroit, 
MI 

26 to 28. American Trucking As- 
sociation National Truck Roadeo, 
Bartle Convention Center, Kan- 
sas City, KS 


September 


14 to 15. NADA Washington 
Conference, Hyatt Regency, 
Washington, DC 

19 to 22. Association of Diesel 
Specialists International Conven- 


tion, Caesars Palace, Las Vegas, 
NV 


October 


10 to 13. Automotive Parts Re- 
builders Association Convention, 
Atlanta Civic Center, Atlanta,GA 

10 to 14. New York State Auto- 
mobile Dealers Convention, Prin- 
cess Towers, Freeport, Grand 
Bahama Island 

13 to 16. Florida Automobile 
Dealers Association Convention, 
Marriott’s Marco Beach Hotel, 
Marco Island, FL 

17 to 20. American Trucking As- 
sociation Convention, Hotel 
Bonaventure, Los Angeles, CA 

18 to 21. National Safety Coun- 
cil Congress and Exposition, Pick- 
Congress Hotel, Chicago, IL 

20 to 31. International Motor 
Show, National Exhibition 
Centre, Birmingham, England 

28. Highway Users Federation 
Annual Meeting, Detroit Athletic 
Club, Detroit, MI 
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panel in 1981, 48 percent favored 
the consumer, 35 percent favored 
the industry or dealer and 17 per- 
cent were settled through com- 
promise. Of the few cases that do 
make their way to court following 
a panel decision, most judges find 
in favor of the dealer, Cullins 
noted. 

In all NADA-endorsed AUTO- 
CAP locations, decisions are bind- 
ing on dealers and participating 
manufacturers, but not on con- 
sumers, who may still seek legal 
redress in traditional ways. In 
general, most AUTOCAP plain- 
tiffs seek rewards from $25 to 
$500. Complaints range from 
problems with warranties to prob- 
lems with dealer service. 

Richard Wagner, founder of 
Connecticut's AUTOCAP, is 
working to expand AUTOCAPs 
nationwide. He predicted at least 
six more will start up by the end of 
this year. 

“In view of renewed efforts by 
consumer groups to introduce 
lemon laws in their state legisla- 
tures, we find AUTOCAP can be 
an effective weapon in combatting 
arguments for those laws,” he 
said. 

Kentucky and Connecticut al- 
ready have such regulations on 
the books. Connecticut’s law, for 
example, allows lemon owners to 
sue for a full replacement of a vehi- 
cle or refund during the first year 
of ownership or during the war- 
ranty period, whichever is less, if 
third-party arbitration fails. 

Wagner said AUTOCAP par- 
ticipation shows legislatures and 
the public that the industry is of- 
fering a legitimate solution to 
satisfy the customer. 

Other industry arbitration pro- 
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PROGRAM 


grams are available to the public, 
including ones’ sponsored by 
Chrysler, Ford, General Motors 
and Volkswagen. But according to 
NADA’s Cullins, “AUTOCAP is 
usually the only one that primar- 
ily keeps the dealers’ best inter- 
ests in mind and reflects positively 
on the dealer community as a 
whole.” 

Barbara Gregg, director of 
Montgomery County Maryland’s 
office of consumer affairs, said 
reaction has been “extremely posi- 
tive in Maryland” to the 
Washington, DC, metro area 
AUTOCAP. She cautioned that 
AUTOCAPs cannot take the place 
of government bodies such as the 
state attorney general’s office with 
its statutory enforcement powers, 
but they do help resolve disputes. 

“With funding from the Reagan 
administration in short supply, 
and the emphasis on industry self- 
regulation, this is a perfect pro- 
gram,” she said. 

Pat Faley, consumer affairs 
liaison to the White House, said 
even the federal government is 
pleased with AUTOCAP. “Based 
on the record, it is a terrific ser- 
vice,” she said. 

Dealers wishing to organize an 
AUTOCAP should contact their 
state auto association. Posters and 
pamphlets are available for distri- 
bution at the dealership to alert 
customers to the availability of 
AUTOCAP services. 

NADA also provides ongoing 
public-service announcements to 
the written and broadcast media 
on AUTOCAP, which are spread- 
ing the word on what more than 
12,000 new car and truck franch- 
ised dealers are doing for the cus- 
tomer. 
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See something you like? 
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A. Mason Blodgett Automobile loans 
DP Automotive microcomputers 

Amarillo Auto Auction Auto auction 

Associates Commercial Truck/trailer financing and leasing 
Atlanta Auto Auction Auto auction 

Brasher's Auto Auction Auto auction 

Commonwealth Auto Auction Auto auction 

Concord Auto Auction Auto auction 


Deico-Remy 

Display Data 

E.S.P 

Flint Auto Auction 

GMAC 

Grand Rapids Auto Auction 
Jack Hamel! & Associates 
Krex 

Oakleaf 

PADE 

RVIA 

Southern Auto Auction 
Sports Achievement 
Universal Underwriters 


Company 


Coachbuilders, Ltd 
Brandt, Inc 
Recaro U.S.A 
Laser Corp 
Snugtop 

Kendall Motor Oil 
E.S.P 

Uniroyal, Inc 
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Automobile batteries 

Automotive (Series 8000) Computer System 
Automatic set-back control 

Auto auction 

Automobile financing 

Auto auction 

Automobile dealer real-estate consultants 
Graphite lubricant 

Automotive computer systems 

Auto auction 

R-V Trade Show 

Auto auction 

Insurance 

Automobile insurance 


Description 


Camaro/Firebird convertible version 
Currency processor 
Free display for dealers 


Collision avoidance light 
Chevrolet S10 pick-up shell 
Diese! motor oil 

Automatic thermostat 
Radial tires 


SAAA’s New Leadership 


wish to thank the members of the Southern 

Auto Auction Association (SAAA) for inviting 

me to their convention in June. Knoxville is a 
delightful city. 

The new president of the SAAA is Gary Bruce of 
the Bruce Auto Auction, Greenville, SC. The vice- 
president is Dan Beasley of the Nashville Auto Auc- 
tion, and the secretary-treasurer is Frank Hildreth of 
the Lenoir City (TN) Auto Auction. Last year’s presi- 
dent, Ray Clanton Jr., is now chairman of the Board 
of Directors. The other board members are Earl 
Whisman of the Mt. Sterling (KY) Auto Auction; 
Henrietta Letty of Gulfport, MS, Marjorie Cherry of 
the Sand Mountain Auto Auction, Boaz, AL; Ben 
Honeycutt of the Rainbo Auto Auction, Jonesboro, 
AR and Hilton Renfrow of Kenly, NC. 

The SAAA will meet with the Eastern Auto Auc- 
tion Association in April, 1983 in Orlando, FL. The 
details will be announced later. Speaking of meet- 
ings, keep in mind that the National Auto Auction 
Association Convention will be held in Washington, 
DC this fall. 

Gary Bruce recently outlined a few of his objectives 
for SAAA. One thing he hopes to do is generate some 
grassroots support for a uniform title act. He also 
hopes to improve the role of auctions as a dealer-ser- 
vice industry. 

One comment Bruce made was of particular inter- 
est: He wants to strengthen SAAA as a group. I 
daresay those of us who get around to the various reg- 
ional meetings do notice certain differences, but I, for 
one, am not inclined to say that one approach is bad or 
that another is good. Frankly, as an employee of a 
major trade association, I am somewhat surprised by 
the low-key attitude most members have toward as- 
sociations. My experience has been that in good 
times, members tend to ignore their associations, but 
in bad times, the members look to them to help solve 
many problems. 

Getting back to Bruce’s remark about improving 
the productivity of the SAAA—I think ! know what 
he is driving at and I wish him well. He observed that 
he and his predecessor are of the younger generation, 
and may possibly approach matters from a different 
angle. I have observed the same—a changing of the 
guard. Some of the “old-timers” appear reluctant to 
leave, others have no one to take over and still others 
can hardly wait to get away and do other things 
which have been long deferred—sometimes too long. 


In general, most auctions reported a slight down- 
turn in business and I doubt this is surprising. Al- 
though the pomp and show of new models has largely 
disappeared (and I, for one, very much regret this), 
most people are still geared to the automobile year 
beginning in September. Because of that, many 
choose to take a wait-and-see attitude. Further, most 
operators acknowledge the quality of used cars has 
deteriorated somewhat. This leads to a slackening of 
demand and, of course, lower prices. 


I attended the Flint Auction in late June and was 
impressed by the quality of the cars and of the opera- 
tion. One thing in particular made the auction stand 
apart: Mac McCollum enforces a dress code for many 
of his employees. Security people, for example, are in 
uniform, and clerical employees are also neatly dres- 
sed and well-groomed. Perhaps it is contagious, be- 
cause Mac’s customers tend to observe a dress code as 
well. It does make a difference. The story of why Mac 
went into the auction business is interesting: He sim- 
ply felt dealers who bought and sold at auctions were 
entitled to a fair deal. Evidently, at the time he 
started out, this was not the case in many instances. 


Based upon the relatively few auctions I have visi- 
ted, I would make one general observation—and 
perhaps a recommendation. At most auctions, there 
are purveyors of various products and services. At 
Flint, for example, you can buy items ranging from 
wheel covers to quality jewelry. To the newcomer, it 
seems like a church bazaar or a neighborhood yard 
sale. 


The idea is sound, but in practice could be better or- 
ganized. Ifan auction is going to have vendors, thena 
space should be allocated for that purpose. In my 
opinion, the vendors should be grouped together. At 
some auctions it seems the vendor is stuck into what- 
ever space is available. I understand that many of the 
auctions offer the space rent-free—or practically 
rent-free—but that benefits the vendors, not the buy- 
ing dealers. I do not want to push too hard on this, 
however. Vendors sell a ton of NADA used-car guides 
at auctions, and we appreciate it. 


One request: In recent weeks I have written twice 
to all the NAAA members. I enclosed a questionnaire 
in one letter and a sample survey sheet in the other. 
About 60 percent of those who received the question- 
naire replied. I guess that response is OK, but I had 
hoped for more. -E 


_————_—_—_— rere 


Auction Block is prepared exclusively for automotive executive by James “Harry” Lawrence, editor of the NADA Official Used Car Guide. All comments or ques- 
tions pertaining to this column should be mailed to: Auction Block, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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BRASHER’S AUTO AUCTIONS 
Three full-service auto auctions. . . 
complete reconditioning & com- 
pany-owned transports. We wel- 
come dealer, fleet and lease busi- 
ness. Member NAAA and NAFA. 
Salt Lake. Sale every Wednes- 
day at 11:00 a.m. 460 Orange St. or 
P.O. Box 16025, Salt Lake City, UT 
84104. Telephone: (801) 973-8715. 
Sacramento. Sale every Tues- 
day at 11:00 a.m. 4300 West Capi- 
tol Ave., P.O. Box 405, West Sacra- 


mento, CA 95691. Telephone: 
(916) 371-4300. 
Southern California. Sale every 


Thursday at 11:00 a.m. 10700 Beech 
Ave., P.O. Box 870, Fontana, CA 
92335. Telephone: (714) 822-2261. 


Concord Auto Auction 
Hosmer St. off Rt. 2, Acton, MA 01720 
(617) 263-8300 


Friday is Concord 


Over 1,000 cars on Friday 
Guaranteed Checks and Titles 
Limo Service to and from Airport 


AXD 


SERVING FLEET 
ACCOUNTS SINCE 1957 
—_—— 


PENNSYLVANIA 
AUTO DEALERS’ EXCHANGE, INC. 
P.O. Box 41 @ York, Penna. 17405 


PHONE (717) 266 - 6611 


AUCTION 
CLASSIFIE 


YOUR STRONGEST COMPETITOR ATTENDS! 


FLINT AUTO AUCTION, ING. 


WEDNESDAY 10:57 A.M. 


4 LANES 


3711 WESTERN RD. FLINT. MICHIGAN 48506 
PHONE (313) 736-2700 


GRAND RAPIDS AUTO 
AUCTION, INC. 
2380 Port Sheldon Rd. 

Jenison, MI 49428 
Tel: 616-669-1050 
Bart Knapp 
V.P. Fleet and Lease 
Member NAAA, Tuesday Noon 


AMARILLO AUTO AUCTION 
Fleet and Lease Specialists for 34 
years. Selling for most major co’s. 
Call or write Friday Phillips or Dale 
Napier. Telephone: (806) 372- 
2206. 3208 E. 10th Ave., Amarillo, 
TX 79104. 


SOUTHERN 


AUTO AUCTION 


RT. 5, WAREHOUSE PT., CT. 
There’s an Auction Every 
Wednesday at Southern 
Larry Tribble & Bob August 

203-623-2617 


COMMONWEALTH AUTO AUCTION 
Metro Philadelphia’s Finest! Sale 
every Thursday, 10:30 a.m. Full 
Recon Center and pick-up/delivery 
are part of our complete service for 
fleet/lease operators. Call Ken 
Kimball, (215) 328-7100, for details. 


THE MARKETPLACE PATRONIZED 
BY MORE FRANCHISED DEALERS 


Gol“Red” Oak 


SALE EVERY THURSDAY 


10:00 A.M. 
Airport Service 


Atlanta Auto Auction 


4900 Buffington Rd., Red Oak, Ga. 30272 + (404) 762-9211 


AUTOMOTI 


is for all those 
who ever wonder 
why your 
company runs 
a United Way 


Campaign. 


When it comes right down 
to it, you're probably the best rea- 
son your company has for getting 
involved with the United Way. 

You see, they know almost 
all of the money given to the 
United Way goes back out into 
the community to help people. 

So if you, or the people you 
work with, should ever need any 
of our services, like day care, 
family counseling or health care, 
we'll be right there to help. In 
fact, there are tens of thousands 
of United Way-supported pro- 
grams and services in cities and 
towns across the country. That 
means help is nearby wherever 
you are. 

And your company knows 
that could mean the difference 
between keeping or losing a val- 
uable employee. 

That’s why they give. And 
that’s why they ask you to give. 
Because there may come a day 
when you need help yourself. 


Y 


United Way 
Thanks to you. it works. for ALL OF US. 


e 
Potential Demand : 
s of this writing, truck sion and deregulation have been _ of a customer who purchased 100 
sales figures for the first taking their toll. According tothe trucks in 1980, 30 of which have 
five months are in, and American Trucking Association, not yet been driven. So it is easy to 
the numbers look pretty grim. We 243 carriers, representing $2 bil- | see why demand has evaporated. 
now have seen more than 2% lion in revenue, have gone out of With the heavy buying in 1978 
years of low truck sales, which has business since 1980. and 1979 (see table), truckers got 
resulted in basic changes in the in- With the benefit of 20-20 very “equipment fat.” They were | 
dustry. hindsight, it is apparent that probably at their “fattest” just as 
The persistent question is, many truckers overbought equip- _ the impacts of the recession and 
“When will sales improve?” With ment in the late 1970s. From 1975 deregulation were being felt. But 
such low sales figures, isn’t de- to 1979, class 8 sales more than _ market forces have forced them to uo 


mand building up out there some- 
where? 

Of course, there is some reason 
for optimism. Because there prob- 
ably is a high level of “potential 
demand” for trucks building in the 
marketplace, today’s bad news 
could be tomorrow’s good news. 
“Potential demand,” by the way, is 
a different concept than “pent-up 
demand.” Potential demand 
speculates on possibilities; the lat- 
ter assumes a restrained reality. 

The drop in truck sales has been 
drastic. If we look back to 1975, the 
bottoming out of the last big reces- 
sion, we can see the extent of the 
slump. 

The forecast for 1982 assumes 


doubled. The rate of increase in 
truck tonnage was not sufficient to 
justify these purchasing levels. So 
the potential for a slump was 
building just as sales hit record 
levels. 

By 1980, the “potential non-de- 
mand” for medium and heavy 
trucks was probably at an all-time 
high. Such a condition exists 
whenever there is excess capacity, 
since lower purchasing levels can 
be expected in the period follow- 
ing. Old or unused equipment gets 
parked, and new buying decisions 
are not made until on-hand equip- 
ment gets used. One dealer knows 


“slim down,” so to speak. With 
truck sales back to or below 1975 
levels, it may be that most of the 
“fat” is gone. 

The overall message is that if 
dealers can just maintain and 
hang in, they eventually will be 
able to enjoy a sales increase. 
After 2'2 years of “burning fat,” 
the trucking industry is getting 
more equipment “lean” all the 
time. As that occurs, “potential de- 
mand” builds up. We are now com- 
ing to a point where the potential 
for sales is there. To that extent at 
least, there is some good news in 
the bad news. fE 


= 
that the rest of the year will see SalesofClass Year-to-Year SalesofClass Year-to-Year 
the same low performance as the Year 5,6,7Trucks Change 8 Trucks Change . 
first five months. If business 
doesn’t improve, 1982 sales of 1975 191,000 83,000 - 
medium trucks will be about 60 1976 184,000 ~ 4% vobpend eee 


+ 45% 
+ 15% 
+ 7% 
—33% 
— 15% 
— 22% 


141,000 
162,000 
174,000 
117,000 
100,000 

80,000 


percent of 1975 sales, and heavy 1977 196,000 + 7% 
truck sales will be slightly less she seg ‘ 2% 
than that year’s low level. 1980 150.000 Sakae 
‘ lo 
Sales are depressed mainly be- 1981 125,000 17% 
cause dealer’s customers—truck- 1982 (Forecast) 105,000 —17% 
ers—are facing some very tough 
times. The double effects of reces- 


This column is prepared exclusively for automotive executive by David Paxson, director of NADA’s American Truck Dealers Division. All comments or ques- 
tions pertaining to this column should be mailed to: Truck Focus, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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Computers from page 24 


“As dealers continue to integrate more 
closely with other dealerships and 
with the factories, new and better 

ways of merchandising will emerge.” 


says dealers can now obtain an in- 
house system for as low as 
$30,000. “These systems are basi- 
cally the same as for large dealers, 
but the size of the equipment and 
the volume they can handle have 
been scaled down. The computer 
horsepower, so to speak, is less. A 
smaller operation simply doesn’t 
need to run 32 terminals off the 
same system.” 

Gutermuth says one of the 
biggest advantages an in-house 
system offers the dealer is the full 
availability of timely information. 
“In today’s market, a dealer has to 
have comprehensive information 
to be competitive. He usually can’t 
afford to wait for somebody else to 
finish his reports. With an in- 
house system, figures can be called 
up and analyzed when they are 
needed.” 

For some dealers, however, 
batch and on-line processing will 
remain the most economical—and 
perhaps efficient—means of auto- 
mation. Their volume of traffic may 
simply not warrant an investment 
in a DDP or a complete in-house 
system. Some dealers, in fact, may 
be able to get by with a small desk- 
top personal computer, a variety of 
which are now filling the mar- 
ketplace. Experts warn, however, 
that while such devices may be a 
great help with certain basic 
chores, they are limited as far as 
dealership applications. “Over- 
the-counter hardware and soft- 
ware are not designed for dealers’ 
needs,” says Peterson of ADP. “Be- 
cause of that, there are many func- 
tions a dealer might need to per- 
form that he isn’t going to be able 
to do. It would be virtually impos- 
sible for the dealer to keep up with 
price changes on parts, for in- 
stance, if all he had were a per- 
sonal computer.” 

One of the most important jobs a 
computer system can perform for a 


dealer, according to Peterson, is 
the filing of monthly financial re- 
ports for the factories. “In order for 
a dealer to fill out this report on a 
personal computer, he is going to 
have to write his own program- 
ming, and then get it approved by 
the factory. That’s going to be 
time-consuming and difficult, to 
say the least.” 

Many of the leading computer 
vendors sell systems and program- 
ming specifically for auto dealers. 
While such equipment may be 
mass-produced, in most cases it 
has been designed and tested with 
the auto dealer in the mind. Some 
suppliers also offer auxiliary ser- 


Take it from Andy Machak, 
automotive eléctrical plant fore- 
man: “I'm alive today because a 
fellow employee was trained 

in CPR. 

“Cardiopulmonary resuscitation 
training was one valuable asset 
that day. I got caught in some 
heavy machinery at the plant and death.” 


blacked out. 


“They cold me later it took six 
guys to free me. I wasn't breath- 
ing. My heart stopped. One of the 
guys, Don Guarino, said, ‘I gotta 
try anyway. 


Why Red Cross CPR training is good for your business... 


“Thanks to his CPR training, he 
revived me — saved my life. 

“Since that happened I realize that 
no employee is immune from heart 
attacks or accidents, anda few 
CPR-trained employees — maybe 
one for every 50 people — can make 
the difference between life and 


Call your Red Cross Chapter and find 
out about CPR training for your plant 
or office. CPR training is a valuable 
asset for any business. 


vices specifically for dealers. ADP, 
for instance, has an entire depart- 
ment devoted to updating price 
changes from manufacturers’ 
master tapes into formats custom- 
ers can use. 

All of the industry representa- 
tives AE talked to agreed that deal- 
erships will continue to move more 
of their computing activities in- 
house. Says ADP’s Peterson: “The 
ultimate setup, as far as cost effec- 
tiveness and efficiency, is an in- 
house system. As the charges for 
outside processing continue to in- 
crease, more dealers will move in 
this direction.” 

Another development that is 


A Pubic Service of Ths Magazine Ad] 
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Harbor Datsun, Harbor City, CA, uses a 
prototype Datanet system to communicate 
directly with the national headquarters of 
Nissan U.S.A. 


underway involves the integra- 
tion of departments within the 
dealership. In the past, a dealer 
would often buy one system to 
handle accounting and a different 
system to handle F&I or parts. 
Each system was designed only to 
perform specific jobs in one specific 
department. “Now, however, we 
can put a microcomputer in one de- 
partment, and run cables hooked 
up to terminals in several other 
departments,” Peterson _ says. 
“That way, a terminal in the parts 
department can talk to a terminal 
in the accounting department.” 

Because data are shared, price 
changes and sales figures don’t 
have to be entered more than 
once. Information posted in one de- 
partment can flow through and 
update the others. Such coordina- 
tion enables dealers to increase 
productivity by eliminating a lot 
of routine clerical tasks. 

Today’s systems, increasingly, 
are also being designed in a modu- 
lar fashion: once a base configura- 
tion is installed, the dealer has the 
flexibility to add equipment and 
applications as his business grows. 
Typically, dealers computerize 
their parts and accounting func- 
tions first because of the huge 
amount of paperwork generated in 
those areas. Other applications, 
such as service merchandising and 
leasing, can then be added later. 

According to Arnold Cantrell of 
Reynolds & Reynolds, the com- 
petitive nature of today’s mar- 
ketplace is leading dealers to ex- 
plore new ways of using computer 
power to serve customers better. 
“We are seeing outstanding re- 
sults in the backshop, particu- 
larly, as dealers use computers to 
minimize the number of dead 
parts they stock and maximize the 
productivity of their technicians. 


Some of the more creative dealers 
are also using computers to keep 
track of the service needs of their 
customers.” 

Small dealers are not precluded 
from using these new merchandis- 
ing tools, Cantrell says. “The size 
of the dealership isn’t as impor- 
tant as the management style of 
the owner. The dealer and every- 
one who works for him have to 
have the desire to try something 
new and make it work.” 

Horst Korallus, president of 
Volvo Sales and Service Center in 
Lisle, IL, says the most important 
factor involved in making any 
transition from doing business 
manually to doing business by 
computer is the attitude of the 
people in the dealership. In the 
mid-’70s, when the dealership 
moved from a hand-cranked add- 
ing machine (“a real biceps-build- 
er,” Korallus says) to on-line com- 
puting for parts ordering, account- 
ing and payroll, its employees had 
to be flexible enough to make the 
adjustment to the new system. 
And they did. In 1980, the dealer- 
ship switched to an in-house sys- 
tem with six terminals, and early 
this year, added factory communi- 
cations with its other line, Honda. 

“Entering into computers slow- 
ly enabled us to get used to the 
various equipment and grow with 
it,” Korallus says. “If we had 
rushed out and bought a top-of- 
the-line system right away, we 
may have blundered into some- 
thing we couldn’t use.” 

Korallus says his in-house sys- 
tem eliminates mistakes through- 
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out the dealership, and helps all 
his employees make better use of 
their time. “When we sell a new 
car, for instance, we use our print- 
er to complete all the necessary 
forms. We only have to enter the 
information once, and the com- 
puter does the rest. Each copy— 
the tax forms, the bill of sale, the 
warranty, whatever—comes out 
correct each time.” 


Volvo Sales and Service Center, 
a 1981 Volvo Dealer of Excellence, 
currently uses the system to han- 
dle payroll and accounting, to mer- 
chandise service specials and to 
keep track of $1 million in parts 
inventory. “If we removed the 
computer system today,” Korallus 
says, “my employees would re- 
volt.” 


Experts foresee computers play- 
ing a larger role in the future in 
both the front and the back end of 
dealerships. “Computers will be 
much more of a fact of life for deal- 
ers in five years,” Peterson says. 
“It will take that long to get com- 
fortable with the new technology. 
We have only begun to scratch the 
surface of what is possible.” 

One supplier, it is reported, is 
ready to market a briefcase com- 
puter for the traveling automotive 
executive. Such a unit would ena- 
ble a dealer to monitor his busi- 
ness’s performance from any loca- 
tion simply by dialing an access 
code on a phone line. Sales reports 
and other updates could be deli- 
vered with a simple flip of the 
wrist. 

Imagine. y. 


4 


n simpler times anthro- 

pologists confined themselves 

to studying islanders in the 
South Sea and tribes in Amazo- 
nian rain forests. These days, 
they're exploring corporate jung- 
les. As always, such scientists are 
providing us with good insight 
into how organized groups of 
people work together. 

In the strictest sense, of course, 
the authors of “Corporate Cul- 
tures” aren’t anthropologists. 
Terrence Deal is a professor at 
Harvard’s Graduate School of 


Education, and Allan Kennedy is 


a senior partner at the consulting 
firm of McKinsey & Co. In this 
work, a primer on the inner struc- 
tures of corporations, four types of 
“cultures” are identified. 

“The Tough-Guy, Macho Cul- 
ture. Fortunes and flops are made 
overnight in the world of high-risk 
stakes and quick feedback. The 
marketplace provides a variety of 
organizations that fall into this 
category: construction, cosmetics, 
management consulting, advertis- 
ing, the entire entertainment in- 
dustry.” 

“The Work-Hard/Play-Hard 
Culture. This business kingdom is 
the benign and hyperactive world 
of sales organizations: real estate, 
computer companies, automotive 
distributors.” 

“The Bet-Your-Company Cul- 
ture. Life in this culture means a 
diet of high risk, but slow feed- 
back. Slow doesn’t mean less pres- 
sure; it means pressure as persis- 
tent as slow-drip water torture. In- 
dustries in this culture include 
capital goods companies, large- 
systems businesses, oil com- 
panies.” 


This column is prepared as an automotive exclusive for AE by 
tions pertaining to this column should be mailed to: Business 


VA 22102. 


Business 
In Print 


“Corporate Cultures;” by Terr- 
ence E. Deal and Allan A. Ken- 
nedy; Addison-Wesley; Read- 
ing, MA; 1982; 232 pages; $14.95. 


“The Process Culture. This low- 
risk, slow-feedback corner of the 
world is populated by banks, in- 
surance companies, large chunks 
of government, utilities.” 

The book deals to a great extent 
with the roles played by people 
within a company. Every com- 
pany, the authors contend, has its 
heroes (who often aren’t nice guys) 
and outlaws (who may be dynamic 
leaders). 

In addition, the book contains a 
chapter on “Learning to Read Cul- 
tures” that is of value to sales- 
people, financial analysts, com- 
petitors and even job seekers. Un- 
fortunately, this is the only chap- 
ter in the book that offers practical 
advice about what to do with the 


———————— SS . 


information presented in the rest 
of the book. 

In fairness to the authors, how- 
ever, they make no pretense of 
calling this a how-to book. “Corpo- 
rate Cultures” simply provides a 
detailed look at how various types 
of business organizations get the 
job done . . . or fail to. 

“Corporate Cultures” is an im- 
portant first work on the subject, if 
for no other reason than it is 
thought-provoking. How impor- 
tant? What “The Gamesman” was 
to the second half of the ’70s, “Cor- 
porate Cultures” will probably be 
to the ’80s. If you’re a manager 
who desires a better understand- 
ing of the business world, this book 
is a “must read.” yy 


Here are the current Top Ten best-selling books for business. The list is based on 
sales figures obtained from retail bookstores through the United States. 


1) “A Book of Five Rings;” by Miyamoto Musashi; Overlook Press; $5.95 (3) 
A 16th-century swordsman has some advice for businessmen. 
2) “William E. Donoghue’s Complete Money Market Guide;” by William E. 
Donoghue with Thomas Tilling; Bantam Books; $3.50 (1) + 
Comprehensive “how to” for money-market investors. 
3) “Theory Z;” by William G. Ouchi; Addison Wesley; $12.95 (2) 
A new theory on how to boost business productivity. 
4) “What Color Is Your Parachute?” by Richard N. Bolles; Ten Speed Press; $6.95 (8) 


How to change careers and jobs. 


5) “Strategic Investing;” by Douglas Casey; Simon & Schuster: $15.95 * 


A speculator advises on investments. 


6) “The Soul of a New Machine;” by Tracy Kidder; Avon; $3.95 (6)+ 
The creation and awakening of the microcomputerized age. 
7) “Inflation Proofing Your Investments;” by Harry Browne and Terry Coxon; 


Warner; $3.95 (4) 


How to prevent dilution of invested capital. 
8) “How to Become Financially Successful by Owning Your Own Business;” by Al- 
bert J. Lowry; Simon & Schuster; $14.95 (5) 
How-to techniques for budding entrepreneurs. 
“Money Dynamics for the 1980s;” by Venita Van Caspel; Reston Publishing; 


$15.00 (6) 
A guide for money management. 


“You Can Negotiate Anything;” by Herb Cohen; Lyle Stuart; $12.95 (9) 


How to gain the competitive edge. 
indicates last-month’s position 


= indicates a paperback previously on the list as a hardcover edition 


indicates a book’s first appearance 


Henry Holtzman, a nationally known business writer. All comments or ques- 
in Print, automotive executive magazine, 8400 Westpark Dr.; McLean, 
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Alternate Engines from page 29 


This turbine-powered Rover-BRM T4 com- 
peted successfully in the punishing LeMans 
24-hour race of 1965. 


the T4, built by the Rover-BRM 
combine, ran reliably in the 
punishing LeMans 24-hour race. 
At about the same time, General 
Motors, Ford and Chrysler were 
experimenting with similar types. 
Chrysler built and loaned out 50 
gas turbine cars to private owners 
who covered a million miles with 
them. Their smooth operation 
brought enthusiastic response, 
and a year later Chrysler declared 
its intent to produce a gas turbine 
model for the public. 

But for various reasons it never 
did. The turbine car is smooth and 
docile in traffic and can turn 
40,000 rpm with far less wear and 
complication than a piston engine. 
The drawbacks, however, out- 
weigh the advantages. Accelera- 
tion is poor; engine compression 
can’t be used for braking; it’s hard 
to keep the exhaust fumes down to 
acceptable street limits, and fuel 
consumption is so high that even 
the use of kerosene doesn’t offset 
the difference. 

There’s more. The size of the gas 
turbine makes it more suitable for 
use in trucks on interstate high- 
ways. Learning to drive this 
machine is a whole new ball game. 
You have to rev up to about 80,000 
rpm against the brakes before the 
light turns green, or youre left 
standing. 
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One of the unpublicized prob- 
lems involves the impeller blades. 
Despite the modern miracle of 
metallurgy, impeller blades don’t 
like the blow-hot/blow-cold condi- 
tions imposed by traffic driving. 
They tend to flake after a while, 
and this can lead to astronomical 
repair bills. Aircraft jet engines 
run most of the time at constant 
speeds and, therefore, don’t have 
this problem. 

Add to all that the initial cost of 
building a gas turbine compact 
enough to go into an automobile, 
yet manufactured to the required 
hairbreadth tolerances, and the 
price goes through the _ roof. 
Chrysler skated around the cost 
problem this way: “We haven't 
considered that point, yet, but it 
will be a major consideration in 
our decision on whether or not to 
commit outselves.” 

The gas turbine files lost their 
priority. But wait. Hard on the 
heels of this promising idea came 
the Wankel engine. Essentially, 
its an eccentrically mounted 
equilateral triangle rotating in an 
elongated circular case, and the 
rotor is impelled by timed explo- 
sions in constantly moving com- 
bustion chambers. The Wankel 
engine made fantastic progress 
after a slow start and now appears 
to be leading the rotary gasoline 
engine sweepstakes. 

What nearly scuttled it was a 
leaky exhaust valve seal that de- 
fied Band-Aid solutions. But Dr. 
Felix Wankel, a book salesman 


from Heidelberg, had a great idea, 
and like most great ideas it was 
simple. A decade of development, 
mainly by the Europeans (NSU, 
Citroen, Mercedes-Benz), but also 
by the Japanese (Mazda), turned 
the trick. As Rudolf Uhlenhaut, 
former chief engineer of Mercedes- 
Benz, aptly put it, “To justify its 
introduction, the Wankel must be 
better than the best piston engine 
in some ways, and equal to it in 
other ways.” 

This has since come about, as 
witnessed by the huge sale of 
Mazda RX7 sports cars in the U.S. 
and their rocklike reliability in 
long races. In terms of manufac- 
turing and running costs, the 
Wankel is extremely competitive, 
but is it likely to replace the piston 
engine? The crystal ball doesn’t 
say. 

A decade after the Wankel, dur- 
ing the 1975 fuel crisis, two new 
designs of “continuous combus- 
tion” engines (as opposed to the 
existing intermittent combustion 
types) surfaced with a fanfare— 
the Stirling and the Braxton. In 
the Stirling piston engine, heat 
from the burning fuel/air mixture 
is transferred to a closed loop con- 
taining high-pressure gas. To gen- 
erate power, the gas is alternately 
cooled during compression and 
heated during expansion. Any 
heat energy left over can be recy- 
cled. 

The Braxton derives power from 
burning a fuel/air mixture past a 
turbine. Two versions were tested. 


, 
-~—% 


“For a decade, 
the Delling tried 
to woo the public 

away from the 

piston engine.” 


One employs twin turbines to 
build up compression and chan- 
nels the output through a conven- 
tional transmission. The other 
uses a single turbine with a con- 
tinuously variable transmission. 

According to the Jet Propulsion 
Laboratory (JPL) of the Univer- 
sity of California Institute of Tech- 
nology, which undertook an 18- 
month study of these engines, the 
Stirling is 33 percent more fuel ef- 
ficient that today’s piston engine. 
Further, the Stirling’s emission 
level is “below the strictest pre- 
sently legislated standards.” Con- 
cluded JPL, “Accelerate and direct 
the development of (these) two 
particularly promising engines 
until one can be mass produced. In 
the interim, press the develop- 
ment of the conventional engine to 
its limits.” 

JPL carried this philosophy 
even further by urging “vehicle 
design changes” concurrently 
with the development of the Stir- 
ling. These included weight reduc- 
tions, and improvements in trans- 
mission, power-consuming acces- 
sories and aerodynamics. “Such 
improvements could reduce fuel 
consumption 14 to 35 percent over 
the range of car sizes.” 

So what else is new? 

The love of man for the compli- 
cated machine that is the internal 
combustion engine still prevails. 
Generations of designers and en- 
gineers have succeeded in turning 
this once-inefficient machine into 
a marvel of technology. But re- 
search into alternate engines 
will—and should—continue. It’s 
going to take an alternate engine 
of superlative economy, efficiency 
and engineering to displace what 
has now become an institution. 
And so far, that engine doesn’t 
exist. FE 
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AMC from page 19 


guzzlers, the kind of cars people 
love over here but nowhere else be- 
cause they couldn’t afford them. 
Now the cars made in the U.S. are 
becoming truly international cars. 
They can be sold anywhere be- 
cause they’re front-wheel-drive 
and fuel-efficient. 

That means there will be more 
opportunities for U.S. companies 
to export products. For example, 
we're going to be producing a 2- 
door Alliance. The R-9 only comes 
as a 4-door, so there may be some 
markets in Europe that can use a 
2-door version. It will be on oppor- 
tunity for us. 

We also see terrific possibilities 
for our new 4-cylinder engine that 
we'll be putting in Jeeps next year. 
It’s the kind of engine that will be 
in demand all over the world. 

Our AM General business, of 
course, is also very important 
overseas. That company has a $1 
billion backlog of orders from both 
the U.S. government and foreign 
governments. We’ve sold AM Gen- 
eral products to more than 100 
countries. 

International Operations and 
AM General are very important 
and should be understood if you’re 
trying to get a view of what’s re- 
ally going on at this company. We 
spend a lot of time on projects 
other than domestic cars. 

FE: What does the future hold for 
AMC products? How long will the 
Spirit and Concord continue to be 
offered? 

Tippett: We'll be building 
Spirits and Concords in ’83 and 
will continue to build them as long 
as there is a demand. 

ZZ: Will AMC continue to pro- 
vide sales and merchandising sup- 
port for these products? 

Tippett: I believe the program 
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we have now on Concords, Eagles 
and Spirits—the 5/50 program 
with the $500 incentive—is the 
best program in the industry. If we 
were trying to just ignore those 
products we wouldn't put that 
kind of money behind them. 
There’s no question about the fact 
that someday we’re going to phase 
out these cars. 


“We were plagued 
by an erratic 
product program.” 


But right now, the Concord is a 
terrific product. It’s a good value, 
and it has the best 6-cylinder en- 
gine in the industry. The Spirit isa 
fun car to drive; we have lots of 
owners out there who like it. We’d 
be crazy to drop these cars prema- 
turely. 

FE: Would you describe the new 
Jeep products that are being 
planned, especially the downsized 
4x4 and the 4x2 utility truck? 


Tippett: First, I think it’s im- 
portant to emphasize that we’re 
going to introduce these products 
in addition to what we have now. 
We are going to continue to offer 
Wagoneers and Cherokees. 

The new Jeeps will be smaller, 
about 1,000 pounds lighter and, as 
a result, probably more fuel effi- 
cient than the products we have 
now. 

One of the things we’re being 
careful to avoid, however, is mak- 
ing them too small or too light. We 
still want them to be tough, off- 
road vehicles—vehicles that can 
take wide tires and do all the kinds 
of things Jeeps are known for. 

AE: Will the timing of the intro- 
duction of the new 4x4 Jeep be in- 
fluenced by recent rollover litiga- 
tion? 

Tippett: The timing of the XJ 
has nothing to do with the CJ 
whatsoever. We'll continue selling 
CJs because we believe they are 
good products. Like anything else, 
you've got to drive them with your 
head screwed on right. 

The rash of rollover litigation 
has been prompted principally by 
product liability lawyers who like 
to get an whatever bandwagon 
happens to be hot at the time. I 
think what we’re seeing is our day 
in court, so to speak. All these 
product liability lawyers are try- 
ing to drum up as much business 
as they can. We have geared up 
with a major legal program to com- 
bat these cases. As a matter of fact, 
we’ve won the last three cases that 
have been tried. So we’re proceed- 
ing aggressively, but it’s very diffi- 
cult to do anything other than re- 
spond to the charges. 

7E: CJ and Scrambler prices 
were cut in April in an effort to at- 
tract more buyers. Has the price 
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reduction been successful? 

Tippett: That remains to be 
seen. Sales are up significantly on 
the CJ and the Scrambler. I think 
they have to go up some more be- 
fore we'll be satisfied. It’s really a 
little early to say whether the 
price cut was a correct decision in 
the long run, but we have lots of re- 
search that suggests it was. If, in 
fact, we have tapped something 
permanent—if there is significant 
elasticity in the price of a CJ—we 
would expect to see sales keep im- 
proving as the market picks up. So 
far it’s been encouraging. 

ZE: What are AMC and Re- 
nault’s plans for the diesel passen- 
ger car market? 

Tippett: I'd be kidding you if I 
said we aren’t thinking about die- 
sels, but I don’t want to discuss 
specific plans at this point. As you 
know, diesel sales in this country 
have fallen off dramatically. My 
own view, however, is that over 
the long run diesels will be an im- 
portant part of the automobile in- 
dustry here. By important, I mean 
10 to 15 percent of the market. 

We don’t have any diesels ready 
right now. We’re getting a short 
respite from the fact that con- 
sumer interest seems to waning, 
but as soon as we have another jog 
in fuel prices I think the demand 
for diesels will return. And when it 
does, we'll be ready for it. 

7E: Both in passenger cars and 
Jeeps? 

Tippett: We’re certainly look- 
ing at both of them. The timing 
and the extent to which we enter 
this market will depend on de- 
mand. 

7E: How will the Alliance be 
priced? And why is it being mar- 
keted as a Renault rather than as 
an AMC? 


Tippett: The price is going to be 
highly competitive. I think we’ve 
demonstrated over the past six 
months that we’re not going to in- 
troduce our cars with rebates. 
We're going to price them right to 
begin with. We want to avoid 
bringing a new car to the show- 
room with a $500 rebate already 
attached. I don’t really understand 
that. 

We priced the Fuego right, we’re 
pricing the CJ right, and the Re- 
nault Alliance is going to be priced 
right. We can always raise the 
price, if we need to, after the car 
gets hot. It’s awfully hard to lower 
them if you kill the car to begin 
with. 

As far as calling it a Renault is 
concerned, we anguished over that 
a long time. The fact of the matter 
is this: the Alliance is a cousin of 
the Renault 9—substantially 
modified, but still a Renault. 
About 2.3 million units are sold in 
the Alliance’s market segment— 
one-half imports and one-half 
domestics. All of our research 
suggested that the strongest possi- 
ble way to position the Alliance in 
this market segment is as an im- 
port that’s assembled in the U.S. 

That way we can take advan- 
tage of all the good things that 
people believe about high-class 
European products, plus all the 
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good things they perceive about 
American products. Renault is a 
name associated with high qual- 
ity. It would be very hard to 
capitalize on the import flavor of 
the Alliance if we picked an Amer- 
ican name for it. 

So our advertising will play up 
the fact that the Alliance has the 
best of both worlds: European de- 
sign and domestic parts and ser- 
vice availability. Best of all, the 
car is made in America. We'll also 
be covering the Alliance with our 
Buyer Protection Plan and 5-year, 
rust-through warranty. 

As you know, the car will have 
the American Motors’ name on it 
as well. It truly is an Alliance— 
the result of our business alliance 
with Renault. 

FE: How will AMC meet the need 
for increased service training at 
the dealership level as a result of 
the increased amount of Renault 
product in the AMC lineup? 

Tippett: In spite of the fact that 
this is the year we’re not looking to 
spend money, we’ve just added one 
service-training person per zone 
as well as four training schools. 
We've also established minimum 
training requirements for every 
dealer. 

We're going to do everything we 
can to make it easy for our dealers 
to get the kind of expertise they 
need, but some dealer effort will be 
required. If a dealer doesn’t meet 
our minimum training require- 
ment, he won’t get cars to sell. 
That’s not a threat; it’s a realistic 
business decision. 

We can’t afford to throw away 
the benefits our new products offer 
by not having dealers who are cap- 
able of servicing them. We’d be 
cutting our own throats. So we’re 
putting the people and money in 
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place to upgrade service training, 
and we’re asking for dealer cooper- 
ation. 

AE: Is the AMC/Jeep/Renault 
dealer population likely to 
change? Are there any points in 


the market that remain to be 
filled? 

Tippett: No, for the most part, I 
think we have enough dealers: 
2,000 AMC dealers and 1,400 Re- 
nault dealers are plenty. Toyota 


AMC Chairman Tippett shakes hands with 
President Jose Dedeurwaerder as the first 
Renault Alliance rolls off the final assembly 
line at AMC’s Kenosha, WI, plant. 


sells twice as many cars as we do 
with about the same number of 
dealers. 

We don’t need more dealers; we 
need the right dealers giving us 
maximum support. Obviously, 
there are some markets where we 
have open points. But as far as 
making any significant increases 
in the total dealer count, I don’t see 
that happening at all. 

7E: When will wholesale and re- 
tail financing be available for 
AMC/Renault dealers? 

Tippett: By the end of this year 
we'll have 100 percent of the coun- 
try covered. We are not encourag- 
ing dealers to drop their conven- 
tional financing sources, however. 
There’s not enough money right 
now to replace all the bank retail 
financing sources, but we do want 
our dealers to have an alternative 
financing source. 

FE: What advice do you have for 
dealers to help them generate an 
adequate return on investment in 
the face of increasing costs and de- 
clining sales? 

Tippett: What advice do you 
have for the manufacturer? The 
dealers are making more money 
than we are. I know it’s trite, but 
this is a volume business. The 
dealers who are doing reasonably 
well are the ones that are being ag- 
gressive. You can only hunker 
down so far and then you have to 
go out and sell something. 

I can sit here and tell you to 
watch your parts inventory and do 
all the things you know how to do, 
but when it comes right down to it, 
we’ve got to sell more cars. This is 
a business of high fixed costs, and 
dealers had better start running 
some volume through or they’re 
going to be in trouble. I think we 
all try to run tight ships and cut 
unnecessary costs, but there is no 
substitute for volume. We cannot 
cost-cut our way to prosperity. A 
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More Thoughts On 
The Domestic Diesel 


rom time-to-time, prob- 
lems arise within the in- 
dustry that have a bearing 
on at least one NADA service—the 
NADA Official Used Car Guide. 
At times, in this column, I have 
sought comments and advice on 
matters which I feel are of 
economic interest to the dealer 
body. Of course, if the problems 
were easily resolved, it is not 
likely I would be seeking advice! 

Personally, I think the “plight” 
of the early GM diesels is more 
than just a temporary market 
phenomenon that will disappear 
with time. I do not know how many 
diesels GM dealers sold in earlier 
years, but there were more than a 
handful. One also suspects that 
during the fuel crisis many were 
sold for at least full sticker. If the 
engine is, indeed, the problem 
which many say it is, Isuggest this 
will have a detrimental effect on 
the fate of domestic diesels in the 
future. It will not matter whether 
they bear a GM label, a Ford label 
or a Chrysler label. 

Iam reluctant to admit this, but 
I received five letters commenting 
on the diesel problem and two of 
them were not related to this col- 
umn but rather to the Used Car 
Guide. All of those who wrote were 
either Ford or Chrysler dealers. 
One doesn’t have to have too much 
imagination to know what they 
said about the domestic diesel in 


the marketplace. A Ford dealer 
from the Midwest: “Up to $2,000 
back of book!” A _ Chrysler- 
Plymouth dealer from New Eng- 
land: “Take the gas-powered car 
and divide by two. That will give 
you the value of the same car with 
a diesel.” 

I am not a market evaluator, but 
I rather suspect I could do as well 
as some of those product planners 
employed by the manufacturers. 
Maybe this is a tempest in a 
teapot, but one gets the idea that a 
used domestic diesel is hard to 
move at any price and that will, 
sooner or later, register with the 
car-buying public. 

I recall when the great debate 
was taking place over automotive 
emissions. More than one wit com- 
mented on the problems we would 
have had with “emissions” had we 
stayed with a horse-drawn society. 
The diesel manufacturers say you 
cannot hear the engine noise in- 
side the car, and that is essentially 
true. But how about outside the 
car? If we convert all cars to diesels 
and the noise problem is not sol- 
ved, we will soon be a nation of the 
deaf. 

Imagine for a moment, the chat- 
tering of the thousands of cars that 
choke our freeways at rush hour. 
Good grief! I am sure this situation 
is not unique to Northern Vir- 
ginia. We have a stretch of high- 
way that becomes so congested it is 


commonly referred to as the 
“world’s largest parking lot.” 
Why, in a world of diesels, the 
noise might be sufficient to drown 
out the great debates in federal 
Washington . . . don’t say it! 

At this point, the last of June, 
the used-car market is about 
where one would expect—a bit soft 
at the wholesale levels in most 
areas. The industry is going to 
have to sell more new cars—some- 
how—if used-car stocks are to be 
replenished. As we know, no one 
manufactures used cars. One 
hears over and over again how the 
quality of cars going through the 
auctions is dropping. Small won- 
der. 

I took our teenager and a friend 
water skiing on a lake near Fre- 
dericksburg, VA, recently and 
stopped for dinner near the local 
auto auction. Both youngsters at- 
tend the same prep school, and 
each is groping for his future place 
in the world. Neither will inherit 
much from parents. I explained to 
my youngster that it was my hope 
he would attend a first-rate uni- 
versity. I enjoyed that privilege. 
Then, I pointed out, a man could 
also make an excellent and honest 
living in the used-car business. I 
mentioned the names of a handful 
of wholesalers I know—people for 
whom I have utmost respect—who 
live far better than many realize. 
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Regulation Z from page 11 


“Dealers must have 
a full understand- 
ing of their legal 
responsibilities.” 


unfair or deceptive practice under 
federal and state consumer protec- 
tion laws. 

For example, under rules pro- 
posed by the Ohio Attorney Gen- 
eral in late 1981, it is an unfair 
and deceptive practice for a dealer 
to advertise, represent or offer a 
rebate, interest reduction or simi- 
lar program in which the dealer 
participates, without disclosing 
that such program may affect con- 
sumer cost. There has been similar 
activity in other states, such as 
Texas and Louisiana, in recent 
months. In addition, the Utah At- 
torney General has commenced 
legal action against a dealer, as a 
result of certain “buy-down” prac- 
tices. 

On the federal level, the FTC 
Regional Office in Dallas, Texas 
has issued a number of informal 
requests for “buy-down’”-related 
information to dealers in the Dal- 
las and Houston areas. NADA be- 
lieves that other FTC regions are 
at least considering investigations 
of dealer “buy-down” practices. 


NADA Recommendations 


As long as retail interest rates 
remain at relatively high levels 
and below-market rates are per- 
ceived as a sales stimulus, there 
will likely be various interest 
“buy-down” programs. Though 
dealers have a strong economic in- 
centive to participate in such pro- 
grams, they should do so only with 
full understanding of their legal 
responsibilities and risks, under 
both federal and state law. 

Should you have any comments 
or questions concerning the above, 
please feel free to contact NADA 
Regulatory Affairs at (703) 821- 
7030. FE 
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Jim Buck Motors Inc. in 
Wisconsin Rapids, WI, sends it 
salespeople out to visit com- 
petitors and collect sales bro- 
chures on all the models they 
currently stock. The dealer- 
ship finds these brochures to 
be valuable sales tools for its 
salespeople. They enable 
salespeople to compare vari- 
ous features and options and 
to back up statements with the 
objective printed word. 

The sales brochures are also 
useful for selling used vehi- 
cles. When a 2- to 3-year-old 
used car comes into stock, the 
salesperson can go to the li- 
brary and refresh his memory 
on standard features and op- 
tions. The used-car manager 
also uses the brochures to 
make lists of the features of 
vehicles, and puts this list on 
the window of each used unit. 


One 20 Group dealer re- 
cently held a rather unusual 
contest at his dealership to 
generate floor traffic. He 
bought a 55-pound block of ice 
and asked people to guess how 
long it would take for the block 
to melt. In order to enter the 
contest,the customer had to 
write his name, address and 
telephone number on a card. 

Contestants were allowed to 
make as many entries as they 
desired. To advertise the con- 
test, the dealer simply pro- 
vided the contest information 
in his newspaper ads. Prizes 
were awarded for the closest 
three guesses ($100, $50, $25). 
After the contest was over, the 
dealer was able to follow-up on 

every customer who had visi- 

ted his dealership. EE 
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Coach Builders Ltd. has intro- 
duced convertible versions of 
the 1982 Camaros and Firebirds. 
Features include a top system 
that disappears completely 
under a solid 1-piece deck and a 
deck design that permits easy ac- 


A new, high-speed currency 
processor from Brandt Inc. is 
designed to eliminate time-con- 
suming manual counting of cur- 
rency, checks and other paper 
items. The compact Model 862 
counts and batches at a speed of 
up to 800 items per minute. It 
stops when a_ predetermined 
batch is reached, and an auto- 


Information and photographs of products listed in Showcase have been provided via manu 
way implie’s endorsement by either NADA, the NADA Services Corp., or automotive exec 


cess to full trunk space. The top 
features a padded roof with color- 
coordinated headliner and inter- 
ior fabrics. Manufacturer: Coach 
Builders Ltd., Box 1978, 1320 S. 
Main St., High Springs, FL 
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sensor restarts the count when 
the stack is removed. Automatic 
“doubles detection” protects 
against miscounts caused by 
overlapping, piggy-backing or 
“half note” conditions, and an 
LED display alerts the operator 
to such errors. Manufacturer: 
Brandt Inc., Watertown, WI 
53094. 
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Recaro USA offers dealers a 
free display with the purchase 
of a Recaro seat for exhibit pur- 
poses. The display holds litera- 
ture, price lists and upholstery 
samples. Headphones can also 
be mounted on the display. 
Manufacturer: Recaro USA 
Inc., 1152 E. Dominguez St., 
Carson, CA 90746. 


A new collision-avoidance 
light is available from the 
Laser Corp. The auxiliary stop- 
light, which is mounted at 
driver’s eye-level on the rear of 
passenger vehicles, has been 
shown to reduce rear-end auto 
collisions by 53 percent in a 
study sponsored by the Depart- 
ment of Transportation’s Na- 
tional Highway Traffic Safety 
Administration. The unit 
comes in black to match the 
trim on most cars and is suita- 
ble for all body styles. Manufac- 
turer: Laser Corp., 2525 Ocean 
Park Blvd., Santa Monica, CA 
90405. 


facturer's press releases. A products appearance in this column in no 
utive magazine. 


Snugtop is now marketing a 
pickup shell for the new Chev- 
rolet S-10. Models are available 
for both the long- and short-bed 
pickups. Exterior colors include 
white and tan. The Snugtop shell 
is constructed of polyester resin, 
reinforced with layers’ of 
fiberglass cloth and mat. In addi- 
tion, '2-inch polyurethane foam 
is laminated into the roof section 
for added strength and insula- 
tion. Special gas-operated lift 
arms on the tailgate assure 
trouble-free opening and closing, 
according to the manufacturer. 
Snugtop offers many side win- 
dow combinations, including 
deep-tinted sliding windows with 
screens. Manufacturer: Snugtop, 
1711 Harbor Ave., P.O. Box 121, 
Long Beach, CA 90801. 


e 
Cered omobile 


Apr 


946 LITER 


Kendall Motor Oil announces a 
premium diesel motor oil en- 
gineered exclusively for passen- 
ger cars and light-duty trucks. 
According to the manufacturer, 
Super DSL oil offers diesel car 
and truck owners low tempera- 
ture starts, high temperature 
stability, protection against 
sludge and varnish deposits and 
minimum engine wear. Super 
DSL is available in two grades. 
SAE 10W-30 is formulated for 
use in ambient termperatures 
consistently below 32 degress 
Fahrenheit. SAE 30 is formu- 
lated for high-temperature ap- 
plications. Manufacturer: Ken- 
dall Motor Oil, 77 N. Kendall 
Ave., Bradford, PA 16701. 


The Model STT-A automatic 
thermostat set-back control is 
a simple and inexpensive way to 
automatically lower a building’s 
temperature each evening and 
on weekends, according to the 
manufacturer. The system uses 
relays attached to existing ther- 
mostats to maintain tempera- 
ture at a lower-than-normal 
level. The system consists of a 7- 
day timeclock and built-in ther- 
mostat, one relay for each exist- 
ing thermostat and remote-zone 
thermostats where needed. The 
clock can be programmed to cor- 
respond with any regular 
schedule. A bypass switch allows 
manual interruption of cycling. 
Manufacturer: Energy-Saving 
Products, 312 Prickett Ln., Bil- 
lings, MT 59103. 


Uniroyal Tire Co. has introduced 
two over-the-road and off-road, 
steel-belted radial tires for new 
light-duty truck metric sizes. 
The Laredo LT over-the-road tire 
has an S-rib, flat-tread design 
with two steel belts below the 
tread surface. The Laredo LTL 
off-road radial is designed for all- 
wheel applications on 4-wheel- 
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drive light vehicles and for drive 
wheels on 2-wheel drive, light- 
duty trucks and vans. According 
to the manufacturer, these tires 
offer increased traction, longer 
treadlife, improved fuel economy 
and reduced road noise levels. 
Manufacturer: Uniroyal, Inc., 
1230 Avenue of the Americas, 
New York, NY 10020. 


“The Associates. 
And we mean every word of it.” 


Very simply, The Associates can be just that... a productive 
contributor to your business and sales team. 

Our 60 plus years of service to the heavy-duty truck and 
trailer industry make us anunmatched resource for you. Not just in 
terms of financing, but also in terms of expertise in many aspects of 
your business: from day-to-day operations to long-range financial 
planning. 

To put it another way, there are plenty of places you can go 
for financing. There's only one place you can also go for an associate. 
The Associates. 


—Joe Garagiola ssociates ( a ore Nor , Moe 
for The Associates 
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Associates Commercial Corporation Truck /Trailer Financing & Leasing 55 East Monroe Street. Chicago. IL 60603 
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START YOUR OAKLEAF SYSTEM 
FOR ONLY $7,900 


Just $7,900 starts you computing with the Oakleaf SX-350. As your needs grow, you can upgrade your SX-350 to the Oakleaf 
MP-16, heart of the advanced Automotive Showroom Profit System™ The MP-16 System configuration pictured here with 
MP-16, Winchester Disk Storage System, Modem, SX-350 and four CRT Remote Terminals costs less than $30,000 and can 
be purchased all at once... or one component at a time. There are a variety of Oakleaf configurations available. One is precisely 
right for your dealership. For more information how Oakleaf Automotive Computer Systems will bring in more buyers and 
make your dealership more profitable, call Barbara Jennings, National Marketing Department, (800) 42 3-3681, or 7 
California (213) 989-5989 collect. 


SALESMAN “With 
this Oakleaf terminal, 


OFFICE SECRETARY I can put a better deal DEALER “I chose the 
“My Oakleaf SX-350 together, easier. I al- Oakleaf computer 
is accessing informa- ways know what's in system because its 


tion in our MP-16 to 
word process personal- 
ized letters to pros- 
pects. I’m told we’re 
selling more cars now. 
Also, I make sure the 
inventory is kept up- 
to-the-minute.” 


our inventory, and I’m State-of-the-Art 

selling more options.” technology makes it 
flexible, yet it is inex- 
pensive compared to 
other systems. My CRT 
gives me greater con- 
trol over my store.” 
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LEASING MANAGER «This Oakleaf CRT let® 

“[ like being able to me manage the deals 


structure a lease deal 


better. It reduces 


on my own screen 
until it is just right, ; t 
then have the printing y 
unit in the office do 
the paperwork.” 
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paperwork and gives 
me more tim 
with my sales fo 


Panorama City, 
(800) 423-3681 
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